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FEDERAL GOVERNMENT INTERNATIONAL
TRADE FUNCTION REORGANIZATION

THURSDAY, SEPTEMBER i, 1979

HOUSE OF REPRESENTATIVES,
SUBCOMMrTrEv. ON TRADE,

COMMITTEE ON WAYS AND MEANS,
Washington, D.C

The subcommittee met at 9:30 a.m., pursuant to notice, in room
1100, Longworth House Office Building, Hon. Sam M. Gibbons
presiding.

Mr. GIBBONS. Mr. Vanik has been detained because of storm
damage in his area, and I will read his statement so we can get
started.

The Subcommittee on Trade today examines various proposals to
reorganize and restructure the international trade functions of the
U.S. Government, including the draft proposals of the administra-
tion which have been made public and submitted to the Congress.
That submission was made pursuant to section 1109 of the Trade
Agreements Act of 1979, Public Law 96-39, which directed the
President to make such a proposal by July 10, 1979.

There have been hearings by other committees, consultation with
Congress and staff, and informal discussions with the private sector
on a number of reorganization proposals, including the administra-
tion's draft proposals. I want to make clear that this subcommittee
clearly recognizes that the jurisdiction over reorganization matters
lies with the House Committee on Government Operations. At the
same time. the Subcommittee on Trade of the Committee on Ways
and Means has a vital and fundamental interest in which depart-
ments and agencies are assigned the responsibility for administer-
ing the statutes under the jurisdiction of the Committee on Ways
and Means and this subcommittee.

Thus, I welcomed the administration's reorganization proposals.
Since then there has been more time to reflct on the implications
of these proposals for administering the statutes this subcommittee
worked so hard to perfect.

I will turn this over to Mr. Vanik now, who is coming out of the
storm.

Mr. VANIK [presiding]. In so reflecting on these proposals, certain
basic questions have arisen as to whether the proposed reorganiza-
tion assures the effective administration of the trade statutes only
recently revised.

One example is the position and influence of the President's
Special Representative for Trade Negotiations. This position was
created by the Congress. By statute, the Special Representative for

(1)
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Trade Negotiations reports to the President and to the Congress on
the administration of the trade agreements program and on other
trade matters assigned to him by statute. This official has been
given a special and unique status by decision of the Congress.

Overall, the Special Trade Representative and the Office of the
Special Trade Representative have worked very well, and recent
history indicates that the concept of the Special Trade Representa-
tive chairing an interagency trade organization is extremely well
suited for trade policy implementation, reflecting upon the high lel
of day-to-day interest by the private sector and the Congress. It is
much more than an office to oversee major trade negotiations. It is
an essential means of coordinating the whole sweep of the trade
agreements program in cooperation with the Congress, responsive
to the needs of the private sector, and the principal adviser to the
President in identifying the national interest aspects of trade
policy decisions.

I believe this subcommittee welcomes efforts to improve upon the
STR's performance and to strengthen its role in even broader
aspects of trade policy development and coordination; however, I
believe we should consider very carefully before we change the
fundamental nature of the STR operation. I personally belie-ve we
should resist any effoit to change STR's strong leadership role in
the interagency structure, with the Special Trade Representative
having immediate access to the President and responsive to the
Congress on questions of trade policy development and implemen-
tation.

Second, all of us recognize we need greater coordination of trade
policy; and, in particular, we need a revitalized export policy to
meet the full potentials of our ability to export. We need a struc-
ture which will continually reflect upon developments here and
abroad which impact on our competitive capabilities, which is in a
posture to recommend and implement policies which maximize
those capabilities in every producing sector.

It is my hope that any reorganization by plan or by legislation
will much better identify the export imperative and structure a
priority for export in all matters impacting on export performance.

We need to make sure that any organizational change will en-
hance the effectiveness of our unfair trade statutes. The Antidump-
ing Act, the countervailing duty provisions and the unfair import
practices provision-section 337-are complex laws. The statutes
demand balanced but effective administration to prevent unfair
trade competition. We only recently gave these statutes very care-
ful review and improved the posture for effective discouragement
of unfair trade practices in the U.S. markets and abroad.

I will have some questions on just how effective the proposed
reorganization will be on the effective administration of these stat-
utes.

In this and in other areas the complexity of trade law and its
interrelation to day-to-day responsibilities of agencies make
changes in agency responsibility a difficult; task to accomplish
through reorganization, as opposed to legislation. In the press re-
lease announcing these hearings we posed some furinamental ques-
tions which I hope will be answered by The Government witnesses
today.
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I ask that the press release and material supplied by the execu-
tive branch relative to reorganization be placed in the record at
this point.

[The material follows:]
[Press release of Wednesday, Aug 15. 19791

CHAIRMAN CHARLES A. VANIK (D., OHIO) SUBCOMMIrrEE ON TRADE, COMMITTEE ON
WAYS AND MEANS, U.S. HOUSE or REPRESENTATIVES, ANNOUNCES HEARINGS ON
FEDERAL GOVERNMENT INTERNATIONAL TRADE FUNCTION REORGANIZATION, SEPTEM-
BER 6, 1979

The Honorable Charles A. Vanik (D., Ohio) today announced that the Subcornmit-
tee on Trade, Committee on Ways and Means, will hold hearings on proposals to
reorganize the Federal Government international trade functions, beginning Thurs-
day, September 6, 1979. The Hearing will be held in the Ways and Means Commit-
tee hearing room, 1100 Longworth House Office Building, beginning at 9'30 a.m.
Reorganization proposals subject of the hearing will include H.R. 4691, as well as
the President's trade reorganization proposal announced on July 19 and other
proposals made by representatives of the private sector and individuals.

In announcing the hearing, Chairman Vanik noted that the Committee on Ways
and Means emphasized in its report on the Trade Agreements Act of 1979 the need
for a strengthened trade organization providing a n.onitoring and enforcement
structure which will promote U.S. economic ant :omn.,:rcial interests and ensure
protection of U.S. rights under the Multilateral Trade Negotiations agreements, the
GATT, and all other multilateral and bilateral trade agreements.

Witnesses are requested to address the illustrative issues listed below:

Basic organization structure
What should the basic organization structure be for trade functions:
(a) Strengthened STR for policy coordination with most operations and adminis-

trative activities transferred to Commerce;
(b) Independent agency with Executive Office coordinating body;
(c) Separate Department.
Shoula investment functions also be combined in the same structure?

Unfair trade statutes
1. What is the basic rationale for the transfer of part of the responsibility for

antidumping and countervailing duty functions to a new Department of Trade and
Commerce? In other words, what shortcomings of the present division of responsibil-
ities between the Treasury Department and the ITC would be corrected by placing a
part of the responsibility in an additional agency?

2. Whether or not the functions are transferred, how should antidumping and
countervailing duty operations be structured and staffed to avoid present deficien-
cies?

3. If there is a transfer, how would the policy operation in the new agency
interrelate with the basic data and investigative resources that would remain
behind in the Customs Service?

4. Should STR or some other interagency body have a role involving discretionary
authority, e.g., agreements to accept undertakings by foreign governments or ex-
porters?

5. Why should the responsibility for administering section 337, the unfair import
practice provision of the Tariff Act of 1930, be transferred from the ITC to a new
Trade and Commerce Department? Why is-'t present assignment of responsibility
working and how would transfer improve the situation?

6. If a new Department of Trade and Commerce is to make injury determinations
under section 337, should it not also make injury determinations under the anti-
dumping and countervailing duty statutes?

Industrial analysis
1. Should a major objective of a Delartment of Trade and Commerce be to

monitor developments affecting individual industry sectors and to formulate policies
and programs to encourage industrial innovation and improve the competitive abili-
ty ofU.S. producers in the domestic and export markets?

2. Should the domestic function in Commerce be responsible to the new Under
Secretary of Trade, or have a sei arate identity, in order tc better serve non-trade
interests?
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3. Should a Department of Trade and Commerce have overall responsibility for
maintaining and improving product nomenclature systems, including comparability
among statistics on imports, exports and domestic production, and related compara-
bility with international statistical programs?

4. Should non-commercial functions, such as NOAA and the Weather Service, be
transferred from Comme:'ce?

Commercial service
1. How large should the commercial service be in terms of number and size of

posts covered and should State be phased out of commercial service functions in all
posts and a single service created modeled on the FAS?

2. What should be the functions of the commercial service, i.e., should they
encompass surveillance and reporting on foreign compliance with trade agreement
obligations as well as export promotion and marketing activities? If so, how should
the commercial service interrelate with trade policy responsibilities of foreign serv-
ice posts and with trade policy development and industrial analysis activities in the
Executive branch?

3. What should be the composition of a commercial service and should officers
rotate duties between Washington, domestic field offices, and foreign posts; or
should personnel from State and STR have limited rotation service as well?

STR organization
1. Should STR responsibility for U.S. representation in Geneva include UNCTAD

as well as the GATT, particularly if STR assumes responsibility for commodity
agreement negotiations?

2. Should STR responsibility for GATr representation assume all GATT functions
of the present Geneva Foreign Service Mission and be included under the STR
budget?

Export promotion
1. What would be the most effective organization for export promotion and financ-

ing; e.g., how should Export-Import Bank activities interrelate with Commerce
Department export promotion functions?

2. Should STR have a policy role in either export promotion or financing activi-
ties?

3. How and who will develop a comprehensive U.S. export policy?
Officials from the Administration will be the first witnesses. Testimony will be

received by the Subcommittee from the interested public following the appearances
of the Executive branch witnesses.

In view of the limited time available witnesses will be allotted time for a verbal
summary of their statement based on the total time available to the Subcommittee.
The full statement will be included in the record. Also in lieu of personal appear-
ances, any interested person or organization may file a written statement for
inclusion in the printed record.

Requests to be heard must be received by the Committee by the close of business
Monday, September 3. The request should be addressed to John M. Martin, Jr.,
Chief Counsel, Committee on Ways and Means, U.S. House of Representatives,
Room 1102, Longworth House Office Building, Washington, D.C. 20515; telephone
(202) 225-3625.

In this instance, it is requested that persons scheduled to appear and testify
submit 30 copies of their prepared statements to the Committee office, Room 1102,
Longworth House Office Building, by the close of business Wednesday, September 5,
1979.

Persons submitting a written statement in lieu of a personal appearance should
submit at least three (3) copies of their statement by the close of business Thursday,
September 13. If those filing written statements for the record of the printed
hearing wish to have their statements distributed to the press and the interested
pullic, they may submit 30 additional copies for this purpose if provided to the
Committee during the course of the public hearing.

Each statement to be presented to the Subcommittee or any written statement
submitted for the record must contain the following informatior.

1. The name, full address and capacity in which the witness will appear;
2. A list of any clients (or the firm or association he represents) at whose behest

or in whose employ the witness appears; and
3. A topical outline or summary of the comments and recommendations in the full

statement.
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PRESIDENT'S REORGANIZATION PROJECT,
Washington, D.C. July 19, 1979.

HARRY LAMAR,
House Ways and Means.

Attached are the corrected versions of the trade reorganization Fact Sheet and
Glossary of Trade Terms. Please note that the corrections involve (1 membership on
the Trade Policy Committee of the OMB Director and the CEA Chairman instead of
the Assistant for Economic Policy and (2) membership on the new Trade Negotiat-
ing Committee.

ERIC HIRSCHHORN.

Attachments.

PROPOSED DEPARTMENT OF TRADE AND COMMERCE (TAC)

Department of Trade and Commerce (TAC) is the name given to the restructured
Commerce Department. Under this plan, operational functions in the international
trade area would be consolidated in TAC; policy coordination and negotiations
would be consolidated in STR. Specifically, the Commerce Department would be
enhanced by adding the following:

A post of Under Secretary for Trade would be created;
The TAC Secretary would become an ex officio member of the Board of the

Export-Import Bank;
Commercial representation responsiLilities in our major trading partners would

be transferred from State;
A trade corps would be established;
MTN implementation support, insofar as it relates to nonagricultural matters,

would be located in TAC (agricultural matters would go to Agriculture);
The sectoral analysis capability in the Industry and Trade Administration would

be upgraded (already underway at Commerce); and,
Import relief functions would be transferred from Treasury (antidumping, coun-

tervailing duties, embargoes, national security trade investigations), the Internation-
al Trade Commission (unfair import practices under section :337 of the Tariff Act of
1930i, and STR (staffing for nonagricultural section 301 unfair trade practice cases)

TRADE POUCY COMMITTEE (TPC)

The Trade Policy Committee is the senior interagency trade group. Its members
include the Secretaries of State, Treasury, Defense, Interior, Agriculture, Com-
merce, and Labor, the Attorney General, and the Assistant to the President for
domestic affairs; it is chaired by the Special Trade Representative.

TPC functions, conferred by section 242 of the Trade Expansion Act of 1962, or
delegated by the President, include coordination of U.S. trade policy, advice to the
President on basic trade issues for negotiation and administration of the trade
agreements program, and advice to the President on what action he should take on
trade relief measures under sections 201(d) and 301 of the Trade Act of 1974.

Under the proposed reorganization, TPC functions would be expanded to include
coordinating responsibilities for:

Import relief policy (including antidumping and countervailing duties, to the
extent legally permissible);

Energy trade issues;
East-West trade policy, replacing the inactive East-West Foreign Trade Board;
International investment policy; and,
International commodity negotiations.

OFFICE OF THE SPECIAL REPRESENTATIVE FOR TRADE NEGOTIATIONS (STR)

The Office of the Special Representative for Trade Negotiations was established in
the Executive Office of the President by the Trade Act of 1974. The Office is headed
by the Special Representative for Trade Negotiations, a Cabinet-level official with
the rank of ambassador, who is directly responsible to the President.

The Special Representative is responsible for supervising and coordinating the
trade agreements program, and he directs U.S. participation in some trade negotia-
tioas with other countries. Ambassador Robert Strauss has just concludedi the
Multilateral Trade Negctiations. The MTN agreements are now before the Congress
for approval.

Under the reorganization proposal, STR would remain in the Executive Office,
retain Cabinet status, continue to chair TPC, and become a member of the National
Advisory Committee on International Monetary and Financial Policies (NAC). With
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a scaff close to its current level (59), STR (renamed Office of the U.S. Trade
Reresentativ.) would assume responsibility for:

Trade policy coordination (both industrial and agricultural);
'The lead role in trade negotiations, including commodity negotiations, East-West

trade, and MTN-related negotiations (including GATIT representation). To ensure
that all negotiations are handled consistently and that our negotiating leverage is
used to maximum extent feasible, a new Trade Negotiating Committee, directed by
STR and including State, Treasury, Agriculture, and Trade and Commerce (TAC),
would be created to manage such activities. The Committee will be responsible for
negotiation of particular issues, and will coordinate the operational aspects of those
negotiations. Thie Trade Policy Committee would continue to develop basic U.S.
negotiating objectives for the trade negotiators.

STR would continue to have the lead policy role with respect to discretionary
trade relief functions (escape clause, section 301, and market disruption).

GLOSSARY OF TERMS

Countervailing duties
As defined in section 303 of the Tariff Act of 1930 and upon petition by U.S.

industries, the Treasury Department collects countervailing import ditties on prod-
ucts that are subsidized by foreign governments.

Dumping
A term defined in the Antidumping Act, 1921. A foreign nation is quality of

dumping products in United States markets if the selling price in U.S. is less than
the 'fair value" (as determined by the Secretary of the Treasury), and such sales
caulk material injury (or threat thereof) to a domestic industry.

Export-Import Bank of the United States
The Eximbank aids in financing exports of United States goods and services

through direct loans and through guarantees and insurance for privately supplied
financing.

Escape clause
Escape clause investigations under Sections 201-203 of the 1974 Trade Act to

determine whether import relief should be provided to a domestic industry are so
called in reference to Article XIX of the General Agreement on Tariffs and Trade
(GATT) under which a country may suspend (or escape from) its GATT obligations
when increased imports cause serious injury.

Fair value
A term used in section 201 of the Antidumping Act, 1921, it refers to the price at

which foreign goods should be sold in the U.S. to avoid dumping. Normally the
home market price in the exporting country is considered fair value.

GA TT
The General Agreement on Tariffs and Trade is a multilateral treaty concluded in

1947 defining the rules of international trade. The western industrial countries and
many less developed countries are members. GATT was part of the reorganization
of the international economy after World War II. It provided the basis for the
multilateral trade negotiations.

Nomenclature function
The ITC, oursuant to section 484(e) of the Tariff Act of 1930, develops the catego-

ries in which imports will be classified and reported.

Orderly Market Agreemects (OMA)
A form of import relief. Orderly marketing agreements ar- negotiated under

Section 203(aX4) of the Trade Act of 1974, with foreign countries and limit imports
into the United States of specific articles from those countries. OMAs have often
been used as an alternative to the imposition of tariffs.

STR
The Office of the Special Representative for Trade Negotiations in the Executive

Office of the President was created by Congress to conduct the Kennedy and Tokyo
Rounds of multilateral trade negotiations. The Special Trade Representative chairs
the interagency Trade Policy Committee and advises the President in many trade
matters.
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TAC
The Department of Commerce will be renamed the Department of Trade and

Commerce and will include all of the trade-related units and functions transferred
to it in the reorganization proposal.

Trade adjustment assistance
Chapter 2 of Title II of the Tiade Act of 1974 provides for absistance (principally

in the form of income maintenance) to workers hurt by imports. It is administered
by the Labor Department. Chapter 3, administered by Commerce, provides assist-
ance to firms and localities similarly hurt.

Trade agreements program
This program, as defined in Executive Order 11846 of March 27, 1975, covers "the

negotiation or administration of international agreements which primarily concern
trade."

Trade Negotiating Committee (TNC)
The Trade Negotiating Committee, to be chaired by STR and composed of Agricul-

ture, State, Treasury, and TAC, will manage our various bilateral and multilateral
trade negotiations (TPC will continue to set negotiating policy).

Trade Policy Committee (TPC)
The Trade Policy Committee, chaired by STR, provides interagency coordination

of United States positions in multilateral trade negotiations and certain other trade
matters.

Unfair import practices
The International Trade Commission investigates complaints brought under this

catchall category for complaints of unfair competition as defined in Section 337 of
the Tariff Act of 1930. Historically, the mIC has used this section in patent infringe-
ment cases but more recently has extended it to predatory pricing cases (e.g., steel,
color televisions). Possible remedies include cease and desist orders, exclcsion (em-
bargoes) and consent decrees. The President has the authority to overrule (for
"policy reasons") any relief the ITC may recommend.

Unfair trade practices under section J01 of the Trade Act of 1974
Provides a means for domestic industry to seek an investigation of a wide range of

foreign market trade practices, including complaints of unfair import restrictions,
export subsidies that reduce U.S. sales in third markets and unreasonable reetric-
tioins on access to raw materials. After positive findings, President can withdraw
trade concessions from the offending country or restrict imports from that country.
Section 301 will become a major instrument for enforcing the new MTN codes.

iFor release July 19, 19791

THE WHrrE HovsE FACT SHExr

President Carter today proposed a major reorganization and strengthening of the
federal government's international trade functions. The reorganization is designed
to expand exports, improve enforcement of U.S. trade laws and otherwise upgrade
government trade activitieo in response to the Multilateral Trade Negotiations
(MTN) agreements.

The reorganization proposal was announced today at a press briefing conducted
by OMB Di'rector James T. McIntyre, who directs the Administration's reorganiza-
tion program, and Ambasador Robert S. Strauss, the Special Trade Representative.

The reorganization would:
Consolidate both U.S. trade policy coordination and trade negotiations in the

Office of the Special Trade Representative, which would be renamed the Office of
the U.S. Trade Representative.

Consolidate the day-to-day operation of the government's non-igricultural trade
functions in the Department of Commerce, to be renamed the Department of Trade
and Commerce.

Broaden the mandate of the interagency Trade Policy Committee and establish
within it a new Trade Negotiation Committee.

These steps are designed to achieve the following objectives: Centralize authority
for U.S. trade activities, both policy-making and implementation; promote improved
coordination between trade and other U.S. policy objectives; upgrade the priority of
government trade activities; establish a strong authoritative vowe in the Executive
Office of the President to provide coherence and leadership to U.S. trade policy and
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negotiations; make one Cabinet Department and one Cabinet Secretary responsible
for the operational side of non-agricultural government trade activities; strengthen
and better coordinate trade policy development, export promotion and industrial
analysis; and strengthen the interagency consultative process or, trade policy mat-
ters.

United States Trade Representative
The Office of Special Trade Representative, located in the Executive Office of the

President, was created by the Congress to conduct the Kennedy and Tokyo Rounds
of multilateral trade negotiations (MTN). The Trade Representative, who advises
the President on a variety of trade matters, also chairs the interagency Trade Policy
Committee and holds Cabinet rank.

Under the proposed reorganization, the Office would remain in the Executive
Office of the President and be renamed the Office of the United States Trade
Representative. The Trade Representative would retain Cabinet rank and would
continue to chair the Trade Policy Committee, whose mandate would be substantial-
ly broadened.

In addition to its current responsibilities, the renamed Office of the U.S. Trade
Representative would assume the following functions:

Trade policy coordination.-Both industrial and agricultural. Currently, the Of-
fice's responsibilites are limited primarily to trade negotiations.

Lead responsibility for trade negotiations.-In addition to multilateral and bilater-
al negotiations now assigned to the Trade Representative, the Office would be
assigned responsibility for: Commodity negotiations (a responsibility now held by
the State Department); East-West Trade (State Department); all negotiations related
to MTN, including representation to the General Agreement on Tariffs and Trade;
all other trade negotiations.

Under the proposed reorganization, t.e 'Trade Representative would retain the
lead policy role with respect to discretionary trade remedy functions, including
escape clause, section 301, and market disruption cases.

The Trade Representative would also become a member of the National Advisory
Committee on International Mr netary and Financial Policies, which provides guid-
ance to the Export-Import Ban!..

The Office of U.S. Trade Representative would assume these new responsibilities
with its fiscal 1980 staff level of 59 or one slightly higher.

Trade and Commerce Department
The Department of Commerce now has major responsibilities in export promotion,

trade adjustment assistance, and export control. Under the proposed reorganization,
the renamed Department of Trade and Commerce would hold responsibility for non-
agricultural trade policy implementation in general.

The reorganization would:
Establish the poft of Under Secretary for Trade.
Strengthen the Department's lead role in export promotion by assigning it the

responsibility for U.S. commercial attaches in our major trading partner countries,
a responsibility now held by the State Department.

Designate the Secretary of Trade and Commerce as an ex officio, non-voting
member of the Board of the Export-Import Bank.

Assign the Department responsibility for MTN implementation support-for ex-
ample, education and promotion programs, technical assistarce to the private
sector, data base development-as it relates to non-agricultural matters. Similar
agricultural matters would go to the Agriculture Department.

Upgrade the Department's sectoral analysis capability.
Assign the Department the following import remedy responsibilities: Anti-dump-

ing, countervailing duties, embargoes, national security trade investigations, now
held by the Treasury Department; responsibilities with regard to unfair import
practices tLnder Section 337 of the Tariff Act of 1930, now held by the International
Trade Commission.

The Department would retain staffing responsibility for Section 301 unfair trade
practice cases involving non-agricultural matters, held by the Special Trade Repre-
sentative. Cases involving agricultural matters would be retained by the Depart-
ment of Agriculture. The U.S. Trade Representative would retain final decision-
authority for these cases.

The Department would also retain responsibility for export controls.
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Trade Policyv Committee
The Trade Policy Committee, which is chaired by the Trade Representative,

provides interagency coordination to U.S. positions in multilateral trade negotia-
tions and certain other trade matters.

The Committee is the senior interagency trade group. Its members include the
Secretaries of State, Treasury, Defense, Interior, Agriculture, Commerce, and Labor,
the Attorney General, the Director of OMB, and the Chairman of the Council of
Economic Advisors.

The Committee's functions include those conferred by the Trade Expansion Act of
1962 as well as those delegated by the President. These include: Advising the
President on basic trade issues for negotiation and administration; providing policy
guidance for the trade agreements program; advising the President on use of var-
ious trade relief measures prescribed by the Trade Act of 1974.

Under the proposed reorganization, the Trade Policy Committee's functions would
be expanded to include coordinating responsibilities for:

Import remedy policy; for example, anti-dumping and countervailing duties, to the
extent legally permitted.

Energy trade issues.
East-West trade policy (now held by the inactive East-West Foreign Trade Board,

which is to be abolished).
International investment policy.
International commodity negotiations.

Trade Negotiating Committee
The reorganization proposal provides for the establishment within the Trade

Policy Committee of a new Trade Negotiating Committee. This Committee would
ensure that all negotiations are handled consistently and that our nation's negotiat-
ing leverage is used to the maximum extent feasible.

The committee, to be chaired by the U.S. Trade Representative, would include the
Departments of State, Treasury, and Agriculture, as well as the renamed Depart-
ment of Trade and Commerce. It would be responsible for mar.aging the negotiation
of particular issues, and would coordinate the operational aspects of those negotia-
tions. (The full Trade Policy Committee would continue to develop basic U.S. negoti-
ating objectives.)

Mr. VANIK. We have a large number of witnesses today. I strong-
ly urge all witnesses to be brief. All statements will appear in the
record in full.

Do any members of the subcommittee have any statements or
comments they wish to make before we proceed?

Mr. JoNES. Thank you, Mr. Chairman. I have a prepared state-
ment that I would also like to include in the record.

I would like to thank the Chairman for these expeditious and
timely hearings on the proposals to reorganize our trade functions.
This subcommittee did yeomanly, exemplary work in approving the
implementing legislation for the MTN and that particular effort
opened up tremendous new trade and economic opportunities for
this country.

The second and I think essential step to realize those opportuni-
ties is now before this subcommittee, as well as the Government
Operations Committee, and that is to bring into rational organiza-
tion the various trade functions of our government, bring them
under one umbrella so from the management, administrative and
the policy point of view we can coordinate much better our trade
policy than we have been able to in the past. As you know there is
a bill before this subcommittee and before the Government Oper-
ations Committee sponsored by Mr. Frenzel, me, and four other
members of this subcommittee which would reorganize the various
trade functions of the government into a Department of Commerce
and Trade using the present Department of Commerce as the cen-
tral location for this reorganization.
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Mr. Frenzel and I and others have been working with OMB,
Commerce and others over the past year to try to work out the best
reorganization plan. With the exception of moving the Export-
Import Bank and OPIC to the Department of Commerce, the Jones-
Frenzel bill tracks almost identically with what I understand the
administration's decision on reorganization is.

What is particularly important is that this reorganization coin-
cide with the Multilateral Trade Agreement implementation in
January 1980. I would hope we could do this by statute because I
think Senator Taft told President Truman once, if you want the
Congress in on the entire flight and any type of landing, you need
to have Cong- e.ss in on the takeoff. I think it would be well for
Congress to be in on the takeoff of this reorganization plan.

I would hope we could do it by legislation. If not, I think the
reorganization plan is necessary so that the reorganization can
take effect in January.

In any event there is one overriding question that I think trou-
bles a lot of the business community and a lot of Americans and
that is whether or not the Department of Commercec the proper
place to centralize this reorganization, the theory .i]lag that the
Department has not been, to say the least, the most aggressive
department in our Cabinet and we need a very tgressive trade
policy. I hope the administration will address t0 , question. I per-
sonally think this is the proper way to go about .. and I hope this
subcommittee in conjunction with the Government Operations
Committee can move quickly on legislation to implement such a
reorganization.

I thank the chairman very much for this time and for this
hearing.

[The prepared statement follows:]

STATEMENT OF HON. JAMES R. JONES, A REPRESENTATIVE IN CONGRav', FROM THE
STATE OF OKLAHOMA

Mr. Chairman, I am pleased that today this Subcommittee begins its deliberations
on one of the most important foreign trade issues currently facing our Nation,
namely, how can we organize our trade bureaucracy in such a way as to produce
coherent and well-coordinated trade policies with other nations of the world?

It is certainly appropriate that this Subcommittee, having been so instrumental
and successful in obtaining passage of the recent MTN implementing legislation, is
now moving to achieve the necessary trade reorganization that will bring about the
unified trade policy we collectively seek for the United States.

It is my firm belief that the legislation I have sponsored with Congressman Bill
Frenzel and six other Members of this Subcommittee (H. R. 4567 and H. R. 4691)
represents the first step in bringing about a rational organization, by function, of
the numerous federal agencies that are now involved with our various trade pro-
grams.

Currently, the major responsibility for expanding exports is divided between the
Commerce Department, the State Department, t;.e Ex-Im Bank and the Treasury
Department. Various import relief problems are handled by the Office of the Special
Trade Representative, the International Trade Commission, Treasury, Commerce,
and the 'Abor Department.

The legislation which Congressman Frenzel and I have developed will consolidate
the vL pious trade functions by moving all export expansion and import relief pro-
gams into an expanded (and renamed) Department of Commerce and Inte national

r rade. At the same time, international negotiating authority would be consolidated
in the Office of the Special Trade Representative, which would retain its cooldinat-
ing role as chair of the interagency Trade Policy Committee.

Mr. Chairman, I have been pleased with President Carter's own recognition of the
urgent and pressing need for reform of our trade bureaucracy. In general, I support
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the reorganization proposal announced by the Administration in July of this year.
With the exception of changes involving the Ex-lm Bank and OPIC, which were
omitted from the President's proposal, I believe the Administration and the spon-
sors of the Jones-Frenzel legislation are very much in agreement.

I share, too, the views of our colleague Congressman Gillis Long, who as a sponso-
of similar trade reorganization legislation has correctly stated that far too little
effort is currently given to assisting American business ien in joining the export
market, and to encouraging greater export capability within the United States.

I believe, Mr. Chairman, that within the three basic approaches to trade reorgani-
zation-Jones-Frenzel, the Administration plan, and the legislation of Congressman
Long-we have the nucleus of a legislative solution to the disorganized American
trade bureaucracy that. in part, is responsible for our Nation running the largest
trade deficit in the world today.

Through the diligent efforts of this Subcommittee in reaching a compromise
among the .lightly differing versions of the trade reorganization bills now before it,
I feel certain Congress and the Administration can take full advantage of what will
ie an expanded flow of trade between nations resulting from adoption of the MTN.
Wc hiave this unique opportunity to reorganize our federal trade functions in a truly
rational and efficient manner, and I strongly feel we should accept this mo timely
challenge to give direction to a new and cohesive U.S. trade policy.

I further believe adoption of the Jones-Frenzel legislation, as complemented and
perfected by suggestions from the Administration and our colleagues on the Sub-
committee, will produce an adequate and well-conceived trade bureaucracy, one
which in turn that can develop purposeful and effective trade policies for the United
States to pursue with the other nations of the world.

Thank you.

Mr. FRENZEL. Will the gentleman yield? I thank the gentleman
for yielding.

I have no idea what he said but I am sure I concur in it.
Mr. JONES. I said what a great fellow Bill Frenzel was. Other

than that it was extraneous.
Mr. FRENZEL. I want to thank the chairman for these hearings. I

think regardless of what we do, we must recognize in the next few
years the most crucial questions we have will be in the field of
countervailing duties and antidumping, how those statutes are ad-
ministered, and whether or not they are effective. In my opinion,
much of the time spent by any new agency will be consumed by
those issues, because they will be the most crucial issues that we
will have to face in the next 10 or 15 years.

I greatly appreciate the chairman expediting these hearings.
Mr. VANIg. I want to thank the gentleman. I want to say I start

off in these hearings with objectivity, because I am not committed
or wedded to any concepts that have been on the table. I sometimes
feel the administration's proposal is designed to deal with the
deadline that was called for rather urgently in order to move the
Multilateral Trade negotiation. I understand the pressure under
which the recommendations were made. My primary concern is
that this legislation should work, and that whatever structure we
have should function in the most responsible way to achieve the
goals we all have in mind. I will certainly want to hear all the
testimony, and then make conclusions that I will make public
before we go into markup.

Mr. JONES. In fairness to the administration, from the time this
subcommittee and other Members of Congress, House and Senate,
met with Ambassador Strauss and others at the White House last
December and recommended that this type of reorganization go
forward, the administration has been working very diligently since
that time and I think before then to put together the best possible
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package. I think they worked very diligently and methodically, not
just in haste.

Mr. VANIK. I am not prepared yet to respond to the package, but
I merely wanted to say I approach these hearings with flexibility,
and I am ready to be convinced as to the format vie should best
follow to make this work. We made many commitments during the
preparation of the multilateral agreement. We made commitments
all over the field about how we would put machinery in control
that was going to provide results and provide responsibility.

I am more anxious to see that these commitments are kept as we
go through the reorganization plan.

Mr. FRENZEL. Mr. Chairman, I would like to second what my
good friend, Congressman Jim Jones has said regarding the merits
of the Jones-Frenzel trade reorganization bill. My most important
concern is that we accomplish our main objective-to centralize
and enhance our trade-related functions in order to give trade the
high priority which is so sadly lacking today.

I believe that the Commerce Department is the proper vehicle to
receive many trade-related responsibilities from other departments
and agencies. Unlike the critics of this approach, I think Commerce
can be strengthened to the point where it can act effectively as our
main voice on trade matters. The Commerce Department has long
been the stepchild of the administration.

It has had a mission considered not very important among ad-
ministration circles. Our bill, we feel, will give Commerce the clout
it deserves in the administration. The Commerce Department has
some talented individuals now, and with the new responsibilities
will be able to recruit even more top experts in the trade field. We
intend to provide the oversight nsecessary to make sure that the
Department does become the vehicle that all of us want to act as
the Government's voice on trade matters.

There are many proposals in the trade reorganization area, most
of which contain some good ideas. However, we believe that our
proposal will be the only one which can be implemented in the
least costly, least amount of time. This is of course important, since
most of the MTN codes go into effect in January.

The Jones-Frenzel bills charges the Commerce Department with
long-range planning on international trade matters, responsibilities
to formulate and implement policies to promote exports and to
protect U.S. business from unfair trade practices. It will also be
charged with anal'yzing the effect of imports on domestic produc-
tion. Some of the direct responsibilities that Commerce will receive
from other departments and agencies are the commercial attaches
and international investment policy from the State Department;
some of the international affairs functions from Treasury, as well
as the Office of Tariff Affairs and Office of Foreign Assets Control;
responsibilities with respect to unfair trade practices from STR;
sector analysis, tariff nomenclature and investigation of section 337
unfair trade practices cases from the ITC; determination of worker
eligibility for trade adjustment assistance from Labor; the Division
of Interindustry and Economic Analysis from Interior. The Exim-
bank, OPIC and ITC would be transferred to DO(IT as agencies,
with the Secretary of DOCIT as director of Eximbank and OPIC.
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The STR will remain a small, specialized organization which will
direct our negotiations in multilateral and bilateral trade negotia-
tions, including East-West trade and commodity agreements. It will
retain its input into the trade policy decisionmaking process by
coordinating trade policy and enforcement of trade laws.

We don't claim that the Jones-Frenzel proposal has all the an-
swers, but we feel that it is on the right track. Our management
experts over at OMB can address the advisability of particular
transfers today much better than we, and we welcome their testi-
mony as well as all of the others on our schedule for the next 2
days.

I urge consideration of the Jones-Frenzel Department of Com-
merce and International Trade concept.

Mr. VANIK. Our first witness is Mr. McIntyre. We welcome you
and your colleagues to the subcommittee. It is my understanding
you and Secretary Hodges and Mr. Rivers have statements and the
representatives of State, Treasury and Agriculture Departments
are here to answer technical questions respecting the reorganiza-
tion plan. Is that right?

Mr. McINTYRE. That is correct.
Mr. VANIK. Mr. McIntyre, we will be happy to hear from you.

STATEMENT OF HON. JAMES T. McINTYRE, JR., DIRECTOR,
OFFICE OF MANAGEMENT AND BUDGET, ACCOMPANIED BY
W. HARRISON WELLFOAD, EXECUTIVE ASSOCIATE DIRECTOR
FOR REORGANIZATION AND MANAGEMENT
Mr. MCINTYRE. The administration will present its testimony in

the form of a panel which you have outlined. We are very pleased
to appear before you and the mf:mbers of your stbcommittee this
morning to present the Presidenit's proposal for reorganization of
our foreign trade functions.

For much too long trade has be4,.l a stepchild in the Government;
it has been a second or third 'evel priority in most agencies. I
recognize the great deal of t ime and expertise that this subcommit-
tee has devoted to considerat'~ 1i of the MTN negotiations and the
Trade Agreements Act of 1q7 . In that regard, Mr. Chairman, I
want to thank you for the encouraging statement of support for the
President's trade reorganization proposal you made at the time of
its announcement.

If I might quote from your statement in the Congressional
Record of July 19, 1979:

The proposal is a welcome response to the requirement passed by this House last
week in the Trade Agreements Act of 1979, that the President submit to the
Congress a proposal to restructure the Executive Branch for foreign trade policy
making and reorganization functions.

At the end of your statement I also would like to quote, Mr.
Chairman, the following:

Mr. Speaker, it is my hope that the President's trade reorganization proposal can
be acted upon expeditiously as we intended in the Trade Agreements Act of 1979,
which this body ap vved overwhelmingly last week.

The Preside_. 's trade reorganization proposal reflects the views
of several of your colleagues on this subcommittee, such as Con-
gressmen Jones and Frenzel.

54-396 0 - 80 - 2
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With your continuing support, I hope this proposal can be acted
upon expeditiously by the Congress, as you urged. The President
has undertaken this reorganization with one primary goal, to im-
prove the Government's capacity to strengthen the export perform-
ance and import competitiveness of U.S. industry, taking into ac-
count the interest of all elements of our economy.

Accordingly, this reorganization is designed to prepare the Feder-
al Government for aggressive enforcement of the MTN code which
potentially will open new markets for U.S. labor, farmers, and
business. It aims to improve our export promotion activities so that
U.S. exporters, as well as the Federal Government, can better take
advantage of trade opportunities and challenges in foreign mar-
kets. And it provides an effective mechanism for shaping the dispa-
rate, legitimate views of numerous executive branch agencies into
an effective, comprehensive U.S. trade policy.

We in the executive F--rnch have labored long and hard over the
question of what organization would best promote our trade objec-
tives. We chose to place those aspects of the trade function that
most require comprehensiveness, clout and Government-wide per-
spective, namely, policy coordination and negotiation, in the Execu-
tive Office of the President.

We decided to place operational and implementation responsibil-
ities, which are staff intensive, in line departments that have req-
uisite resources, as well as knowledge of and ties to major sectors
of our economy. In doing so, we have chosen deliberately to build
on the strengths of existing institutions rather than create a sepa-
rate trade bureaucracy.

The administration reorganization proposal is shaped by the fol-
lowing considerations:

First, our trade structure must take into account the intimate
relationship between our trade position and a multitude of domes-
tic policies that affect industry competitiveness. Domestic economic
policy, economic development initiatives, energy policy, productiv-
ity and innovation problems, and regulatory policy all effect our
trade posture and must be analyzed from that perspective. The
isolation of trade policy and programs from these domestic consid-
erations has been a significant problem in the past. The Depart-
ment of Commerce, with enhanced industry analysis capability,
must take the lead role in establishing this linkage.

Second, organizational arrangements must reflect that trade is a
legitimate concern of agencies who hold primary responsibility for
other, sometimes competing, national policies and objectives. Trade
is a critical component of our diplomatic relations with foreign
countries, necessitating the State Department's constant attention
and involvement. Trade and international monetary matters are
intimately linked, and hence continued Treasury Department pres.
ence on the trade scene is required. USDA's involvement in trade
deliberations flows from agricultlre's major importance in U.S.
trade patterns and the impact of trade on employment in the
United States requires careful Labor Department attention to
trade mattoer. The U.S. Government mechanism for trade policy
formulation must accomodate these valid institutional interests.
Our goal is not to eliminate these differing perspectives but to
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provide a means of shaping them, in a timely and definitive
manner, into a coherent and balanced national trade policy.

Third, these legitimate, multiple interests require a neutral
broker, located in the Executive Office of the President. It is diffi-
cult, if not impossible, for a Cabinet department-to say nothing of
a subcabinet agency--to direct its sister agencies, because of (a) its
relative equal status and (b) the perception that it would represent
or favor a particular constituency, at the expense of a national or
Government-wide perspective. We must have one actor with the
responsibility and institutional capability to resolve trade policy
issues.

Finally, reorganization must recognize that operational functions
are best handled outside the Executive Office by those departments
that have necessary technical resources and that deal on a day-to-
day basis with the relevant sectors of the economy.

The President has concluded that building our trade structure on
STR and Commerce best satisfies these considerations.

STR is a unit that has proven itself in the policy and negotiating
arenas. To its credit, the Office of the STR has won the confidence
of a substantial majority of the private sector. In the recent MTN
negotiations, STR was able to develop a negotiating package that
represented a broad consensus of national interests. STR's location
within the Executive Office and its ready access to the President
enabled it to arbitrate effectively among many agencies and con-
stituencies and their often conflicting interests. This office benefit-
ed also from the recognition abroad that STR spoke for the Presi-
dent. Its small, tight organizational structure enabled it to operate
efficiently and effectively, tapping agency expertise when needed
and not duplicating resources existing elsewhere. These are all
qualities we must preserve and build on to upgrade our trade
apparatus.

Commerce is an agency that has significant experience in trade
matters, including policy development, regulation, promotion, and
implementation of trade agreements. Commerce contributed impor-
tantly to the staff support for our MTN efort. In fact, upwards of
40 Commerce personnel worked full time on all aspects of the MTN
and were crucial to the negotiations.

Commerce already helps staff section 301 unfair trade practice
cases, another area where the Department has a proven record of
effective cooperation with STR. It has both import and export
administration experience, and it is an agency for which trade is a
major concern. Commerce also offers the advantage of an already
established network of broad business contacts and domestic field
offices.

Most important, Commerce activities in the areas of sectoral
analysis, economic development, productivity improvement, and in-
dustrial innovation provide us the ability to link international
trade programs with other efforts that have a direct bearing on the
competitiveness of our domestic industries.

In the final analysis, we cannot have effective trade programs,
we cannot improve our trade posture over the long run, if we do
not have a solid understanding of the strengths and weaknesses of
our domestic economic base.
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In formulating our proposal, we have given close attention to the
various congressional proposals. Indeed, our approach includes
many aspects of these proposals, particularly that of two members
of this subcommittee, Congressmen Jones and Frenzel.

It strengthens STR through additional resources and responsibil-
ities; it expands the policy mandate of the STR-chaired Trade
Policy Committee; it centralizes negotiating authority in STR and
establishes STR as the primary representative of the United States
in trade matters; it unifies and strengthens export development
efforts by linking commercial attaches overseas with export expan-
sion programs and with our domestic field offices; it locates import
adminstration in a department that has trade as its primary con-
cern; and it establishes an authoritative voice that can mold the
various perspectives of the Executive Branch into a coherent na-
tional trade policy.

In addition, our approach allows us to avoid several major prob-
lems we find in proposals to create a separate trade department or
agency. Creation of a separate trade department would isolate
trade from programs in Commerce that can have a major positive
bearing on American industry's trade competitiveness.

Placement of countervailing duty and antidumping functions in
STR, inside or outside the EOP, creates several problems. The
management load involved with these programs is immense, and
will grow. Placing this responsibility with 3TR inevitably will
divert its attention from the policy coordinator and related neutral
broker role that most outside constituencies have urged us to pro-
tect.

Adding to STR the sizable staff necessary to carry out this one
responsibility will unbalance STR and risk the effectiveness of the
lean and efficient STR operation we have today.

In addition, combining lead negotiating responsibility with en-
forcement creates at least the appearance that CVD and antidump-
ing cases would be matters for negotiation rather than enforce-
ment.

Finally, a trade organization with only agency status, with or
without CVD responsibility, will not have sufficient clout vis-a-vis
its departmental competitors to act as an authoritative policy coor-
dinator.

Briefly stated, we propose to enhance STR, to be renamed the
United States Trade Representative, by centralizing in it trade
policy coordination and trade negotiation functions.

We will expand the mandate of the STR-led Trade Policy Com-
mittee. We will also make the Commerce Department-to be
renamed the Department of Trade and Commerce-the focus of
operational trade responsibilities, namely, export promotion, in-
cluding commercial representation abroad, antidumping and coun-
tervailing duty cases, sectio , 337 unfair import practice cases,
tarif' noemenclature and sta.tistics, the nonagricultural aspects of
MTN implementation, national security investigations, and embar-
goes.

Finally, another improvement, overhauling the sectoral analysis
capability of Commerce, will contribute directly to the soundness of
our trade efforts.
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Mr. Chairman, that concludes the summary of my prepared
statement. I would like to submit my entire statement for the
record. It includes the detailed proposals of the administration for
the reorganization of our trade functions.

[The prepared statement follows:]

STATEMENT OF JAMES T. MCINTYRE, DIRECTOR, OFFICE OF MANAGEMENT AND
BUDGET

I am pleased to appear before you this morning to present the President's propos-
al for reorganization of our foreign trade functions. I recognize the great deal of
time and expertise this Subcommittee devoted to consideration of the MTN negotia-
tions and the Trade Agreements Act of 1979. I want to thank you, Mr. Chairman,
for the encouraging statement of support for the President's trade reorgarization
proposal you made at the time of its announcement. The President's trade reorgani-
zation proposal reflects your views and those of several of your colleagues on this
Sub -:mmittee, such as Congressmen Jones and Frenzel. With your continuing sup-
port, I hope that this proposal can be acted upon expeditiously by the Congress.

NEED FOR REORGANIZATION

Recent events have focused much attention on the vitality of our international
trade position and on the way our trade machinery is organized. These events
include our negative trade balance, increasing dependence on foreign oil, and the
resulting pressure on the dollar. The MTN debate has heightened interest in, and
dissatisfaction with, our current trade organization. New challenges, such as MTN
implementation and trade with state economies, will further test our government
organization.

The President has undertaken this reorganization with one primary goal: to
improve the government's capacity to strengthen the export performance and
import competitiveness of U.S. industry, taking into account the interests of all
elements of our economy. Accordingly, this reorganization is designed to prepare the
Federal Government for aggressive enforcement of the MTN codes, which potential-
ly open new markets for U.S. labor, farmers and business. It aims to improve our
export promotion activities so that U.S. exporters, as well as the Federal Govern-
ment, can better take advantage of trade opportunities and challenges in foreign
markets. And it provides an effective mechanism for shaping the disparate, legiti-
mate views of numerous Executive Branch agencies into an effective, comprehensive
U.S. trade policy.

We in the Executive Branch have labored long and nard over the question of
what organization would best promote our trade objectives. We chose to place those
aspects of the trade function that most require comprehensiveness, clout and
governmentwide perspective, namely policy coordination and negotiation, in the
Executive Office of the President. We decided to place operational and implementa-
tion responsibilities, which are staff-intensive, in line departments that have requi-
site resources, as well as knowledge of and ties to major sectors of our economy. In
doing so, we have chosen deliberately to build on the strengths of existing institu-
tions rather than create a separate trade bureaucracy.

The Administration reorganization proposal is shaped by the following consider-
ations.

First, our trade structure must take into account the intimate relationship be-
tween our trade position and a multitude of domestic policies that affect industry
competitiveness. Domestic economic policy, economic development initiatives,
energy policy, productivity and innovation problems and regulatory policy all affect
our trade posture and must be analyzed from that aprspective. The isolation of
trade policy and programs from these domestic considerations has been a significant
problem in the past. The Department of Commerce, with enhanced industry analy-
sis capability, must take the lead role in establishing this linkage.

Second, organizational arrangements must reflect that trade is a legitimate corn-
cern of agencies who hold primary responsibility for other, sometimes competing,
national policies and objectives. Trade is a critical component of our diplomatic
relations with foreign countries, necessitating the State Department's constant at-
tention and involvement. Trade and international monetary matters are intimately
linked and, hence, continued Treasury Department presence on the trade scene is
required. USDA's involvement in trade deliberations flows from agriculture's major
importance in U.S. trade patterns and the impact of trade on employment in the
U.S. requires careful Labor Department attention to trade matters. The U.S. Gov-
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ernment mechanism for trade policy formulation must accommodate these valid
institutional interests. Our goal is not to eliminate these differing perspectives, but
to provide a means of shaping them, in a timely and definitive manner, into a
coherent and balanced national trade policy.

Third, these legitimate, multiple interests require a neutral broker, located in the
Executive Office of the President. It is difficult, if not impossible, fe- a Cabinet
Department (to say nothing of a subcabinet agency) to direct its sister agencies
because of (1) its relative equal status and (2) the perception that it would represent
or favor a particular constituency, at the expense of a national or governmentwide
perspective. We must have one actor with the responsibility and institutional capa-
bility to resolve trade policy issues.

Finally, reor~ganization must recognize that operational functions are best handled
outside the Executive Office by those departments that have neccssary technical
resources and that deal on a day-to-day basis with the relevant sectors of the
economy.

The President has concluded that building our trade structure on STR and Com-
merce best satisfies these considerations.

STR is a unit that has proven itself in the policy and negotiating arenas. To its
credit, the office of the STR has won the confidence of a substantial majority of the
private sector. In the recent MTN negotiations, STR was able to develop a negotiat-
ing package that represented a broad consensus of national interests. STR's location
within the Executive Office and its ready access to the President enabled it to
arbitrate effectively among many agencies and constituencies and their often con-
flicting interests. This Office benefited also from the recognition abroad that STR
spoke for the President. Its small, tight organizational structure enabled it to
operate efficiently and effectively, tapping agency expertise when needed and not
duplicating resources existing elsewhere. These are all qualities we must preserve
and build on to upgrade our trade apparatus.

Commerce is an agency that has significant experience in trade matters, includ-
ing policy development, regulation, promotion and implementation of trade agree-
ments. Commerce contributed importantly to the staff support for our MTN effort.
In fact, upwards of 40 Commerce personnel worked full time on all aspects of the
MTN and were crucial to the negotiations. Commerce's work was highly praised by
Ambassador Strauss; and it is this staff that will be responsible for MTN implemen-
tation support in TAC.

Commerce already helps staff Section 301 unfair trade practice cases, another
area where the department has a proven record of effective cooperation with STR.
It has both import and export administration experience and it is an agency for
wh'ch trade is a major concern. Commerce also offers the advantage of an already-
established network of broad business contacts and domestic field offices. Most
importantly, Commerce activities in the areas of sectoral analysis, economic devel-
opment, productivity improvement, and industrial innovation provide us the ability
to link international trade programs with other efforts that have a direct bearing on
the competitiveness of our domestic industries. In the final analysis, we cannot have
effective trade programs, we cannot improve our trade posture over the long run, if
we do not have a solid understanding of the strengths and weaknesses of our
domestic economic base.

OTHER RORANIZATION PROPOSALs

In formulating our proposal, we have given close attention to the several Congres-
sional proposals. Indeed, our approach includes many aspects of these proposals,
particularly that of two members of this subcommit'ee, Congressmen Jones and
Frenzel:

It strengthens STR through additional resources and responsibilities;
It expands the policy mandate of the STR-chaired Trade Policy Committee;
It centralizes negotiating authority in STR and establishes STR as the primary

representative of the U.S. in trade matters;
It unifies and strengthens export development efforts by linking commercial

attaches overseas with export expansion programs and with our domestic field
offices;

It consolidates import administration in a department that has trade as its
primary concern; and

It establishes an authoritative voice that can mold the various perspectives of the
Executive Branch into a coherent national trade policy.

In addition, our approach allows us to avoid several major problems we find in
proposals to create 3 aeparate trade department or agency. Creation of a separate
trade department woul| isolate trade from programs in Commerce that can have a
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major positive bearing on American industry's trade competitiveness. Placement of
countervailing duty and antidumping functions in STR-inside or outside the
EO--creates several problems. The management load involved with these pro-
grams is immense, and will grow. Placing this responsibility with STR will inevita-
bly divert its attention from the policy coordinator and related neutral broker role
tha, most outside constituencies have urged us to protect. Adding to STR the
sizeable staff necessary to carry out this one responsibility will unbalance STR and
risk the effectiveness of the lean and efficient STR operation we have today. In
addition, combining lead negotiating responsibility with enforcement creates at least
the appearance that CVD and antidumping cases would be matters for negotiation
rather than enforcement. Finally, a trade organization with only agency status-
with or without CVD responsibility-will not have sufficient clout vis-a-vis its
departmental competitors to act as an authoritative policy coordinator.

SUMMARY OF T)HE PREIDENT'8 REORGANIZATION PROPOSAL

Briefly stated, we propose to enhance STR, to be renamed the United States
Trade Representative, by centralizing in it trade policy coordination and trade
negotiation functions. We will expand the mandate of the STR-led Trade Policy
Committee. We will also make the Commerce Department-to be renamed the
Department of Trade and Commerce-the focus of operational trade responsibilities,
namely export promotion, including commercial representation abroad, antidump-
ing and countervailing duty cases, Section 337 unfair import practice cases, tariff
nomenclature and statistics, the non-agricultural aspects of MTN implementation,
national security investigations and embargoes. Finally, another improverlent, over-
hauling the sectoral analysis capability of Commerce, will contribute directly to the
soundness of our trade efforts.

AN ENHANCED U.8. TRADE REPRESENTATIVE (USTR)

Trade policy coordination.-We propose to expand the mandate of the Trade
Policy Committee. As Chair of the TPC, STR will be responsible for coordination of
all trade policy, including the following new trade areas:

Import remedies.--The STR, through TPC, will oversee general coordination of the
application of import remedies, analysis of long-term trends in import remedy cases
and recommendations for any necessary legislative changes. For antidumping and
countervailing duty matters, such coordination would center about new precedents,
negotiating assurances, and coordination with other trade matters, rather than case-
by-case factfinding and determinations.

East-West trade policy.-Since USTR will have lead responsibility on East-West
trade negotiations, it will also coordinate East-West trade policy issues. (The TPC
also will assume the responsibilities for the largely inactive East-West foreign trade
board.)

International investment policy.-This will include issues relating to direct foreign
investment in the U.S., direct investment by Americans abroad, operations of multi-
national enterprises, and multilateral agreements on international investment.

International commodity policy.-Since USTR will assume responsibility for com-
modity it will also coordinate commodity policy. Such policy is now handled by the
Department of State, which shares responsibilities on agricultural commodities with
the Department of Agriculture.

Energy trade.-While Energy and State will continue to share responsibility for
international energy issues, energy trade matters will be coordinat'd through the
TPC. Energy will become a member of the TPC.

ITSTR will continue to be responsible for developing TPC trade policy recommen-
datiois for the President and for resolving other trade issuec within ti.e TPC
frawework. As in the past, USTR will seek and consider the advice of TPC members
and, as also in the pet, when any TPC member disagrees with a USTR proposal,
that disagreement can be taken to the President. This process has worked well, for
example, in the MTN negotiations, and we expect it to continue to do sc.

Trade negotiations.-USTR will have the lead role in trade negotiations, inc uding
those implementing the MTN agr, ementa, commodity negotiations (now led by
State), and East-West trade negotiations (also now led by State). USTR will repre-
sent the United States in GAfF matters with such delegation as it deems appropri-
ate. Since the GAI'F will be the principal international forum for implementing and
interprlting the MTW agreements and since GAIT meetings including committee
end wr,rking group ..eetings, occur almost continuously, the USTR will have a
AimrliJ number of permanent officials in Geneva.
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To ensure that all negotiations are handled consistently and that' our negotiating
leverage is employed to the maximum, USTR will manage the negotiation of partic-
ular issues and will coordinate the operational aspects of negotiations through a
Trade Negotiating Committee consisting of USTR, State, Treasury, and Trade and
Commerce. The TPC, though, will continue to coordinate trade policy, including the
policy aspects of trade negotiations.

We anticipate that from time to time USTR will delegate its negotiating responsi-
bility to other departments and agencies, principally to members of the Trade
Negotiating Committee with special expertise, (e.g., to State for certain commodity
negotiations and to Agriculture for agricultural negotiations).

USTR will be concerned not only with on-going trade negotiations and the coordi-
nation of trade policies to deal with specific issues, but also with the development of
U.S. trade strategies and U.S. trade policies for the longer-term. It will seek to
crystalize policy issues and will concentrate attention of government agencies on
those issues likely to have a major effect on the future U.S. trade posture. It will
oversee the implementation of the MTN agreements. Through the TPC it will raise
policy issues relating the effects of economic, energy, foreign and other policies on
U.S. trade and it will seek the most advantageous framework for the expansion of
U.S. exports and a strengthened ability to compete against imports. The USTR will
have adequate resources to enable it to exercise this role.

Dick Rivers, testifying for STR, will discuss how STR plans to handle these
additional responsibilities, with particular attention to management issues.

DEPARTMENT OF TRADE AND COMMERCE: A FOCUS FOR OPERATIONAL ACTIVITIES

The Commerce Department, to be renamed the Department of Trade and Com-
merce, will become the operational focus for trade promotion and for the adminis-
tration of laws and programs affecting non-agricultural imports and exports. These
responsibilities will include MTN implementation support, import relief and export
promotion. Given such responsibilities, and membership on the TPC, the Depart-
ment will play a principal role in trade policy development.

MTN implementation support.-TAC will he responsible for implementation sup-
port on non-agricultural matters. This responsibility will include:

Monitoring agreements and targeting problems for consultatio- and negotiation;
Operating a trade complaint center where the private sector can receive advice as

to the recourse and remedies available;
Staffing of formal complaint cases;
Educational and promotion programs regarding the provisions of the agreements

and the processes for dealing with problems that arise;
Providing American business with basic information on foreign laws, regulations

and procedures;
Consultations with private sector advisory committees; and
General analytical support.
TAC's role is distinct from that of USTR, with the latter managing the broad

policy aspects of MTN implementation, setting up procedures and criteria for formal
cases, managing Section 301 complaints, and conducting followup negotiations.

Import relief functions.-We propose transferring to TAC the responsibility for
administration of countervailing duty and antidumping cases, Section 337 unfair
import actions, national security investigations and embargoes.

The present administration of countervailing and antidumping functions has been
criticized for delays and lack of coordination with other trade policy instruments.
Assigning these functions to TAC, with its primary trade mission, will afford high
priority to fact, efficient enforcement. The transfer of the other import functions is
designed to correct problems of duplication and inconsistency in enforcement activi-
ties. Finally, placing these operations in TAC and not STR also reflects the belief
that a proper separation between enforcement and negotiations should be main-
tained.

Export development.--Our proposal puts new emphasis on export promotion with
the transfer to TAC from State of the commercial representation function. This
transfer would put both domestic and overseas export promotion activities under a
single agency charged with emphasizing expansion of U.S. exports. By having those
who assist our export expansion overseas in the same organization with the domes-
tic field offices that help industry and business in the U.S., we will be better able to
connect export opportunities overseas with interest in American manufacturers and
to better coordinate export promotion efforts. Placing the Foreign Commercial Serv-
ice in TAC will allow commercial officers to coilentrate on the promotion of U.S.
exports as their principal activity. They will be able to give undivided attention to
assisting American businessmen and women selling abroad. At the same time, their
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activities wtl. be fully coordinated with other elements of our diplomatic mission
abroad under the Ambassador, who will continue to give major attention to U.S.
commercial interests.

Export Development also will be enhanced by improved coordination among
trade-involved agencies and operations. Improved coordination between overall
trade policy and our export expansion strategies will be achieved through TAC's
active participation on the TPC. With close cooperation between USTR and TAC,
aggressive enforcement of the new MTN agreements will be used in support of
strategies for export expansion. TAC also will be in a position to monitor the impact
of various domestic policies on U.S. exports.

Additionally, in order to help ensure that export financing policy is consistent
with export promotion policy (and trade policy generally), the Secretary of Trade
and Commerce will be made a non-voting member of the Eximbank Board, the
principal exporting financing agency.

The Commerce Department is planning internal organizational changes that
should enable it to perform its additional trade responsibilities vigorously and
effectively. Undersecretary Hodges will describe these important changes in detail
in his testimony and explain how a full range of activities already in Commerce,
including an upgraded sectoral analysis capability, will be tightly linked to help
enhance our trade operations and posture.

CONCLUSION

The reorganization we are proposing today can only partly address America's
foreign trade problems. Our organizational structure is not the primary cause of
these problems, and restructuring our trade organization will not alone reduce our
trade deficit or improve the competitive position of United States industry. To a
large extent, trade problems reflect the inability of domestic industry to meet
foreign competition due to such competitive disadvantages as low productivity
growth, inefficient and outmoded facilities, changing market demands, and high
production costs; export disincentives associated with other domestic or internation-
al policies; and export policies less vigorous than those of some other countries. I
would note, however, that TAC has a critical future role to play in all of these
areas, and should more vigorously bring its expertise on such matters to the trade
arena.

I believe that the contribution of this proposal will be significant. It will provide
us with unified policy direction; improve the application of our trade laws; focus
attention on major problem areas; enable the United States to negotiate with
foreign governments from a position of strength; and provide a strong institutional
base for the new trade order created by the MTN agreements. I share your hope,
Mr. Chairman, that the Congress will act expeditiously upon the President's trade
reorganization proposal, so that together we can get on with the task of building a
stronger American trade position.

Mr. McINTYmm. Mr. Dick Rivers, General Counsel of the Office of
Special Trade Representative, will have a short statement to make
about STR's role; and, following him, Under Secretary of the De-
partment of Commerce, Mr. Hodges, will also make a short state-
ment on how the function is to be organized in the Department of
Commerce.

Mr. VANIK. We will proceed and get the rest of the statements,
and hold the questions.

STATEMENT OF RICHARD RIVERS, GENERAL COUNSEL, OFFICE
OF THE SPECIAL REPRESENTATIVE FOR TRADE NEGOTIA-
TIONS
Mr. RIVER. I do have a very brief statement I will summarize.
Director McIntyre has described the additional responsibilities

that the President plans to assign to STR as part of his reorganiza-
tion proposal. I would like to share with you our current thinking
as to how these responsibilities will be handled should the proposal
gain congressional approval.
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Let me stress that our ideas are still evolving, and that Governor
Askew has not yet had the opportunity to review them, so there
will undoubtedly be some changes in what I will describe today.

As we envision it, the reorganized U.S. Trade Representative will
operate as the current Special Trade Representative does, playing a
leadership role on trade policy formulation and trade negotiations
in close consultation with the Congress, the private sector and
other Government agencies, through the Trade Policy Committee.
That approach will be applied to the new areas of trade policy and
negotiations-for example, commodities assigned to USTR in the
reorganization.

It is our hope that the degree of success achieved by Ambassador
Strauss in the MTN process will be continued as the MTN is
implemented and will be attained in the newly assigned responsi-
bilities.

The reorganized USTR will continue to be a small, cohesive unit
in which resources are applied flexibly as our trade priorities shift
over time. Thus, individuals within the USTR would continue to
have multiple assignments and work in teams drawn from
throughout the Office, when complex issues arise. Small size and
flexibility are essential to avoiding a rigid bureaucratic structure.

USTR will need to maintain and expand the variety of capabili-
ties an_ perspectives that have been critical to the success of the
MTN. These include units that provide expertise on MTN codes,
sectors, commodities ar.d countries.

While assimilating its added responsibilities, the USTR must
assign the highest priority to implementation of the MTN codes
and agreements and assure that adequate resources are allocated
for that function.

We would create a separate group dedicated to this effort in
Washington. This group will be responsible for formulating policy
with respect to specific implementation issues and would draw
upon other units in USTR, the "Department of Trade and Com-
merce" and the Department of Agriculture, to analyze and manage
problems that arise under those codes and agreements; for exam-
ple, section 301 complaints.

To assure effective and aggressive representation of U.S inter-
ests in the GATT, a deputy USTR will be assigned to Geneva. That
individual, with the support of a small professional staff located in
Geneva, will be responsible for resolving issues that arise under
the GATT rubric, with policy direction from the USTR. It is expect-
ed that five positions from the existing U.S. mission to the GATT
will be transferred to the USTR to support the USTR deputy.

The sectoral/commodity perspective within USTR will need to be
strengthened as a result of growing emphasis internationally and
domestically on specific sector/commodity problems.

To provide policy leadership in implementing the MTN aircraft
and agricultural sector agreements, the OECD steel arrangement,
and UNCTAD commodity agreements already negotiated and in
negotiating further agreements, the USTR will require additional
expertise. To move forward effectively with the President's textile
program approved in March of this year, we will need to strength-
en our textile unit. It is anticipated that five positions will be
transferred from State to the USTR to establish a base to manage
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UNCTAD commodity agreements. New resource requirements
beyond these transfers have not yet been estimated.

The geographic/regional perspective within USTR will be en-
hanced to handle its new responsibilities in East-West trade. It is
estimated that five positions would be transferred from State and
Treasury to staff this function.

Due to the broader range of issues assigned to the USTR, the
Office's coordination capabilities will have to be built up, both
externally and internally. Individual cases and issues must be as-
signed and monitored in a systematic fashion.

A longer range policy function will be needed to anticipate
emerging issues and develop a conceptual framework for early
action on such issues. We anticipate that a new USTR unit will be
needed for this function.

So, in summary, we realize that the virtue of STR in the past has
been its relatively small size, its flexibility and mobility. We intend
to keep that. However, at the same time, we also recognize the
President's plan calls for transfer of new functicns to us, and that
will require the transfer of some new resources to STR. We intend
to achieve that without losing the flexibility and mobility that have
been the hallmark of this agency so far.

That concludes my statement. I will be available after Secretary
Hodges for any questions you may have.

Mr. VANIK. Mr. Secretary.

STATEMENT OF HON. LLTHER H. HODGES, UNDER SECRETARY,
DEPARTMENT OF COMMERCE

Mr. HoDGcs. Mr. Chairman and members of this important sub-
committee, I welcome this opportunity to describe the Department
of Commerce's plans for managing a broader range of trade respon-
sibilities. The administration's reorganization proposal centralizes
and streamlines our Nation's approach to trade issues. By placing
nonagricultural trade line functions within an enhanced Depart-
ment of Trade and Commerce, the plan creates a strong institution-
al base for operating the country's trade programs. Consolidating
these management activities in the Department of Commerce
builds on an agency with extensive trade experience and provides
the maximum improvement with a minimum of disruption and
taxpayer expense.

By consoliating trade management responsibility and enhancing
the Department of Commerce sectoral analysis capability the ad-
ministration's trade reorganization plan also draws upon a major
departmental strength, the ability to link trade to policies affecting
domestic industries. the simple fact is that trade problems are
industry problems. Until we address them as such, we cannot
expect fundamental improvement in our trade performance.

In addition, a major strength of the Department of Commerce is
that more than 40 of our personnel provided support to the STR in
our very successful negotiations of the MTN. As Mr. McIntyre
noted, the entire Commerce effort was highly praised by Ambassa-
dor Strauss as being indispensable to the favorable outcome of the
MTN.

Under the reorganization proposal, attention to trade matters-
as they involve both international and domestic issues-will
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become the central mission of the Department and the princi'pal
responsibility of the Secretary. In support of the Secretary will be a
structure composed of an Under Secretary for Trade, a Deputy
Under Secretary, and three Assistant Secretaries: One each for the
functional areas of trade development, trade administration and
trade policy and programs.

I should stress that the creation of the Under Secretary position
in no way suggests a lack of secretarial attention to this area.
Rather, we see it as a marked elevation of the trade function, a
step insuring that trade policy implementation will receive the
kind of day-to-day attention at the very highest levels of the De-
partment that it both demands and requires. The Deputy Under
Secretary will be responsible for administrative functions and over-
sight of daily operations in the Under Secretary's absence.

t'our closely associated activities will be managed by the Assist-
ant Secretary for Trade Development. The four will be:

One, the U.S. Commercial Service. This group will form the
domestic outreach arm of our trade development activities with
offices across the United States to deliver services directly to
American businesses.

Two, the Foreign Commercial Service, which will be the Depart-
ment's overseas arm once the Department absorbs the responsibil-
ities of the Foreign Service Commercial Attaches.

Secretary Kreps and I are personally dedicated to creating a
highly professional foreign commercial corps with one main respon-
sibility-the vigorous support of U.S. commerical interests in over-
seas markets.

Three, our Washington-based trade development bureau, which
will plan and develop the programs and services to be delivered by
the domestic and foreign services.

Four, our Bureau of East-West Trade. Sinr' the promotion of
commercial relations with nonmarket econom ies constitutes the
Bureau's main mission, we think it will operate most effectively by
placing it side-by-side with the rest of the Department's trade
development functions.

For the first time American business will be able to turn to a
single network that extends from domestic field offices to Washing-
ton to overseas posts to obtain help in dealing with trade develop-
ment. We will be able to shift resources from domestic to foreign
operations as needed. The proposed organization also holds out the
opportunity for providing an integrated service for trade develop-
merit. The more varied career possibilities- including posting and
advancement to senior positions in the field, Washington, and over-
seas-will greatly enhance our ability to recruit and hold talented
professionals.

The second major component of the Department's new imple-
mentation responsibilities will be a full range of programs affecting
both import relief and export regulation, headed by an Assistant
Secretary for Trade Administration. The key organizational im-
provements we foresee are as follows:

One, the Assistant Secretary will be responsible for antidumping
and countervailing duty cases, as well as cases brought under
section 337. Accordingly, an official subject to Presidential appoint-
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ment and congressional confirmation will now be clearly indenti-
fled as managing these crucial activities.

Two, the Assistant Secreta:y will be concerned solely with trade
regulation -matters and ;irectly assisted by a trade regulation
policy office.

Three, with consolidation, it will become much e, 3ier for busi-
ness to determine the appropriate avenue to get Federal relief from
unfair trade practices.

Managing these activities wil! pose a number of challenges for
the Department, many of which go beyond the administrative as-
pects of any transfer of functions. These programs have suffered in
the past from a lack of adequate staffing. The administration is
acting to address these problems. We look for early congressional
approval of the pending administration request to increase the
resources in this area.

The Department of Trade and Commerce will give these import
relief programs a very high priority, will address them at a high
level and will streamline their operations. We will attract and
motivate officers who will have an incentive to make the programs
vigorous and effective.

The aggressive implementation of the MTN agreements will be
the printLpal function of the Assistant Secretary for Trade Policy
and Programs, who will be responsible for informing U.S. business-
es of opportunities and rights under the MTN, for monitoring
foreign compliance, and for aiding in the settlement of disputes,
identifying problem areas for consideration by the USTR and the
TPC, and providing the analytical support necessary for the effec-
tive implementation of the MTN and other trade agreements.

Our Department will undertake a major effort to inform and
educate U.S. business on the specifics of the MTN. We will insure
that specific trade opportunities under the MTN are communicated
to U.S. firms and we will establish a central point for collecting
and disseminating foreign tender documentation under the govern-
ment procurement code.

Monitoring foreign compliance is equally crucial. We will estab-
lish a Trade Complaint Center, which will be the central contact
point to which business will bring complaints and problems regard-
ing the MTN and other trade agreements. We will compare U.S.
trade gains under the MTN with those of other nations to insure
fair implementation, and we will examine factors affecting U.S.
trade to identify issues for consideration by the TPC. In this
regard, we will be assisted by the private sector advisory process, to
which we will turn for information and advice on all aspects of
MTN implementation.

The success of our trade efforts will be impacted by a variety of
related issues; and this organizational unit will also have responsi-
bilities for examining foreign investment, taxation, services, anti-
trust, financial, and other issues affecting trade.

Finally, and most importantly, there is a compelling need for the
Federal Government to develop a more comprehensive industrial
analysis capability. As I have indicated, increasing the vitality of
domestic industry is the only sure route we have to succeed in
international competition.
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Our department will be taking several steps to strengthen sub-
stantially the resources devoted to industrial analysis. The corner-
stone of this capability will be a new Bureau of Industrial Analysis,
located in the Chief Economist's Office of Economic Analysis. It
will be modeled after a highly regarded Bureau of Economic Analy-
sis and will provide highly professional industrial analysis to serve
the analytic support needs of government policymakers and indus-
try.

Incidentally, we have at this time installed a temporary freeze
on hiring of all noncritical new employees while we assess the
additional capabilities that will be required to upgrade our existing
resources. We are keenly aware of the importance of our enhanced
sectoral analysis capability and will give this new unit full man-
agement support. I believe this reorganization will result in a
considerably strengthened department, one well equipped to moni-
tor and enforce trade rules in a manner that will protect U.S.
rights while insuring that U.S. trade obligations are fulfilled,
indeed one better equipped than ever before to promote, foster and
develop the foreign trade of the United States.

Thank you.
[The prepared statement follows:]

STATEMENT OF LUTHER H. HODCES, UNDER SECRETARY, DEPARTMENT OF

COMMERCE

Putting the Administration's trade reorganization proposal into effect will call for
substantial change within the Department of Commerce. We in Commerce have
devoted a good Lit of our attention to considering just what those changes should be
and how the Department must be reorganized to deal with them. Therefore, I
welcome this opportunity to describe the Departmnent's plans for managing a broad-
er range of trade responsibilities.

The Administration's reorganization proposal centralizes and streamlines the U.S.
approach to trade issues. In so doing, it recognizes the important distinction be-
tween trade policy and trade operations. While issues of trade rolicy and coordina-
tion will be the responsibility of the USTR and the TPC, the da -today operation of
most of the government's non-agricultural trade functions will be the responsibility
of the strengthened Department of Trade And Commerce.

By placing non-agricultural trade line functions within an enhanced Department
of Commerce, the plan creates a strong institutional base for operating the country's
trade programs.

Day-today handling of export promotion problems, MTN monitoring and imple-
mentation, industry sector analysis, export controls, and import remedies is a tre-
mendous task in itself. Consolidating these management activities in the Depart-
ment of Commerce builds on an agency with extensive trade experience and pro-
vides the maximum improvement with a minimum of disruption and taxpayer
expense.

Under the reorganization proposal, attention to trade matters-as they involve
both international and domestic issues-will become the central mission of the
Department. Trade, in this broad sense, will become the principal responsibility of
the Secretary. Our proposed name, the Department of Trade and Commere, clearly
underscores this new orientation.

Matching the increased importances of trade in the Department's mission will be a
much strengthened trade organization within the Department. In support of the
Secretary will be a structure composed of an Under Secretary for Trade, a Deputy
Under Secretary, and three Assistant Secretaries: one each for the functional areas
ot trade development, trade administration, and trade policy and programs.

The Under Secretary for Trade will be responsible for overall development and
management of the Department's trade functions. I should stress that the creation
of this position in no way reflects Secretarial abdication of responsibility in this

area. Rather, we see it as a marked elevation of the trade function.
The creation of the position of Under Skcretary of Trade ensures that the vital

area of trade policy implementation will receive the kind of day-to-day attention at
the very highest levels of the Department that it both demands and requires.
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hIdeed, the certainty of daily managerial direction is so important to the success of
these trade programs that we propose to go one step further with the provision of a
Deputy Under Secretary. This individual will be responsible for administrative
functions and guarantees oversight of daily operations in the Under Secretary's
absence.

Equally important to top management changes are the Department's plans to
integrate its new trade responsibilities with existing programs in the areas of trade
development, trade administration and trade policy.

Four closely associated activities, each aimed at helping American industry sell
its products in foreign markets, will be managed by the Assistant Secretary for
Trade Development. The four will be:

(1) 'lhe United States Commercial Service. This group will form the domestic
outreach arm of our trade development activities with offices across the United
States to deliver services directly to American business. The Service will be built
upon the Department s existing Bureau of Field Operations, but the Bureau's mis-
sion will shift to become almost exclusively exp)rt-oriented.

(2) The Foreign Commercial Service, which will be the Department's overseas arm
once the Department absorbs the Responsibilities of the Foreign Service Commercial
Attaches. Secretary Kreps and I are personally dedicated to creating a highly
professional foreign commercial corps with one and only one main responsibility-
the support of American expor. sales.

(3) Our Washington-based Trade Development Bureau, which will plan and de-
velop the programs and services to be delivered by the domestic and foreign serv-
ices.

(4) Our Bureau of East-West Trade. Because of the special complexities associated
with trade with non-market economies, we believe they must be handled, as is now
the case, within a separate organizational unit. In recent years, our Bureau of East-
West Trade has acquired an excellent reputation for the quality of its commercial
and trade policy activities, most notably for its support of the Secretary's trip to
China last spring. Since the promotion of commercial relations constituted the
Bureau's main mission, we think it will operate most effectively by placing it side
by side with the rest of the Department's trade development functions.

Together, these four units will develop and deliver the basic trade promotion
programs of the Department of Trade and Commerce. For the first time American
business will be able to turn to a single network that extends from domestic field
offices to Washington to overseas posts to get help in dealing with trade expansion.

With integration of domestic and overseas export promotion activities, we can
develop strategies to focus all of our Federal resources on the targets that really
count for American business. And we will be able to shift resources from domestic
to foreign operations as needed.

Of most importance, the proposed reorganization holds out the opportunity for
Providing an integrated service for trade expansion. The more varied career possi-
bilities--including posting and advancement to senior positions in the field, Wash-
ington, and overseas--will greatly enhance our ability to recruit talented profession-
als. We intend to ensure that our trade development officers will gain, through
rotation, wide experience in U.S. field offices, in Washington, and in overseas posts.
We believe this will give us the opportunity to build a rewarding and exciting
career system which will attract and hold top-flight people.

It makes good sense to consolidate trade development within our Department. We
already have substantial expertise in trade promotion, with many specialists who
have devoted their careers to conducting export promotion programs. They consti-
tute the core from which we can grow. Moreover, trade promotion cannot stand
a( X e. To be effective, it must be closely allied to expertise on trade statistics, trade
pot' i', trade rules, and domestic industry trends. This expertise exists within the
Department, and will be drawn upon to make trade promotion an integral part of
the trade policies of the United States.

The second major component of the Department's new implementation responsi-
bilities will be a full range of programs affecting both import relief and export
regulations, headed by an Assistant Secretary for Trade Administration. On the
export side, these responsibilities are already lodged within Commerce, including
those for export licensing, short supply controls, antiboycott compliance, and indus-
trial mobilization. Our aim has been and remains one of enforcing our export
regulations vigorousy but with the least possible disruption to business.

The most significant change in our operations occurs on the import side and
follows from the President's proposal to transfer responsibility to the Department
for countervailing duty and antidumping case, Section 337 unfair import actions,
national security investigations, and embargoes. The key organizational develop-
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ments we foresee and what they mean in terms of program improvement, are as
follows:

(1) The Assistant Secretary will be responsible for antidumping and countervail-
ing duty cases, as well as cases brought under Section 337. Accordingly, an official
subject to Presidential appointment and Congressional confirmation will now be
clearly identified as managing these crucial activities.

(2) Actual enforcement, investigation, and monitoring in the antidumping and
countervailing duty area will receive much deserved high level attention, as they
become the near-exclusive responsibility of a Deputy Assistant Secretary.

(3) Regulatory policy considerations, however, will receive the direct attention of
the Assistant Secretary, who will be concerned solely with trade regulation matters
and who will be as6sited by a trade regulation policy office. That change will
improve trade regulation, whether on the import or export side.

(4) With consolidation, it will become much easier for business to determine the
appropriate avenue to get Federal relief from unfair trade practices.

Managing these activities will pose a number of challenges for the Department
that go beyond the administrative aspects of any transfer of functions. First, the
Trade Agreements Act of 1979 substantially changes the AD/CVD investigations,
making the process more complex and significantly cutting the time allowed for
investigations. Coupled with this, we expect a heightened workload. Moreover, these
programs have suffered in the past from a lack of adequate staffing. The Adminis-
tration is acting to address these problems. We look for early Congressional approv-
al of the pending Administration request to increase the resources in this area.
Further, we plan to link the trade regulation unit to the Department's resources
devoted to industrial sector analysis and foreign commercial representation, as well
as to upgrade its own capability for sophisticated foreign market and inruustrial
investigation and analysis.

The Department of Trade and Commerce will give these import relief programs a
very high priority, address them at a higher level, streamline their operations and
attract and motivate officers who will have an incentive to make the programs
vigorous and effective.

The third major area of ID -tmental trade responsibilities revolves around the
unprecedented trade opporturn presented by the MTN agreements. Our competi-
tors are organized to take maximum advantage of these new opportunities, and a
major objective of trade reorganization is to ensure that the United States is able to
do the same.

The aggressive implementation of the MTrI agreements will be the principal
function of the Assistant Secretary for Trade Policy and Programs, who will be
responsible for informing U.S. business of opportunities and rights under the MTN,
monitoring foreign compliance, aiding in the settlement of disputes, identifying
problem areas for consideration by the USTR and the TPC, and providing the
analytic support necessary for the effective implementation of the MTN and other
trade agreements.

A major strength in this area is the fact that more than 40 Commerce personnel
worked to provide the principal staff support to STR in the negotiation of the MTN.
The entire Commerce effort was highly praised by Ambassador Strauss as being
indispensable to the successful outcome of the MTN. Many of these personnel
served on the "front line," participating in the U.S. delegations negotiating at
Geneva. These personnel, having inti.nate knowledge of all aspects of the MTN, will
now be responsible for the day-to-day implementation of it.

The Department will undertake a major effort to inform and educate U.S. busi-
ness on the specifics of the MTN. Among other things, we will develop "plain
English" summaries and descriptions of the MTN codes, organize cuaferences and
seminars, and ensure that specific trade opportunities under the MTN are commu-
nicated to U.S. firms. As another example, we will establish a central point for
collecting and disseminating foreign tender documentation under the government
procurement code, maintain a subscriber service, and provide advice to firms on
how to compete in foreign procurement markets.

Monitoring foreign compliance is also crucial. We will utilize all available sources
of information to ensure that U.S. rights are preserved. We will establish a Trade
Complaint Center, which will be the central contact point to which business will
bring complaints and problems regarding the MTN and other trade agreements.
Here, firms will receive advice as to the recourses and remedies available to them.
A telephone "hot line" will be initiated to facilitate the operation of the Center.

Analysis is also extremely important to effective MTN implementation. Com-
merce will take the lead in all statistical issues relating to trade. We will establish
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computerized data bases to help ensure tariff cuts are made on schedule, to examine
their impacts, and to identify possible problems.

We will compare U.S. trade gains under the MTN with those of other nations to
ensure fair implementation, and will examine factors affecting U.S. trade to identify
issues for consideration by the TPC. In this, we will be assisted by the private sector
advisory process (th- ISACs), which will provide information and advice on all
aspects of MTN implemen~tion. Along these lines, we will be working to identify
sectoral problems for policy consideration and will be preparing positions for inter-
national discussions of industrial adjustment and industry sector problems.

This part of TAC will also work closely with the USTR on textiles and apparel.
Under a high level official it will participate in textile negotiations, monitor inter-
national compliance, and develop a program for improving the industry's competi-
tiveness.

In addition, the success of our trade efforts is impacted by a variety of related
issues; and this part c. TAC will have responsibilities for examining foreign invest-
ment, taxation, services, antitrust, financial and other issues affecting trade. The
latter is particularly important in view of the Secretary's position as a non-voting
member of the Exim board. Here also is where we will analyze and recommend
actions to improve the U.S. investment position, including m-ultinational corporation
issues; and where we monitor foreign investment in ,he United States.

More broadly, we will have a unit dedicated to analyzing all incentives and
disincentives to U.S. exports, in order to develop recommendations to improve the
U.S. export position. It was here that the concept of the President's National Export
Policy was first developed, a policy which is the initial step in strengthening our
export competitiveness.

Finally, there is a compelling need for the Federal Government to develop a
stronger and more comprehensive industrial analysis capability. Increasing the
vitality of domestic industry :s the only sure route we have to succeeding in
international competition.

The Department will be taking several steps to substantially strengthen its source
devoted to industry analysis. The cornerstone of this upgraded industrial analysis
capability will be a new Bureau of Industrial Analysis. Located in the Chief Econo-
mist's Office, it will be modeled after the highly regarded Bureau of Economic
Analysis and will provide highly professional industry analysis to serve the analytic
support needs of government policy-makers and industry. We have initiated a
temporary freeze on all non-critical new hires while we aseess the additional capa-
bilities that will be required to upgrade our existing resources.

The breadth of demand for industrial analysis precludes the possibility of having
the Bureau report to the Under Secretary for Trade. The extreme importance of
industrial analysis to trade policy and programs, however, is recognized. By drawing
upon the expertise of these analysts, the Under Secretary for Trade will be batter
prepared to develop positions for international discussions of industrial adjustment
and industry actor problemr.

By consolidating trade management in an enhanced Department of Cor.lmerce
and upgrading our sectorial analysis capability, the Administration's trade raoreani-
zation plan draws upon a major Departmental strength-the ability to link trade to
policies affecting domestic industries. In the final analysis, our trade pisition de-
pends on far more than what we do at the border. It depends on our technology and
innovation, our investment in plant and equipment, our productivity, our marketing
ability, and our initiative. The simple fact is that trade problems are industry
problems, and until we address them as such, we cannot expect a fundamental
improvement in our trade performance.

In the post-MTN world, moreover, trade problems will increasingly be concentrat-
ed on a mectoral basis. We can see it happening already in basic industries such as
steel and chemicals and in technologically-advunced industries where the United
States has traditionally been dominant, such as computers, aircr ft, and integrated
circuits.

These problems will accelerate in the 1980's and we as a government must
carefully coordinate our efforts to gain maximum advantage from the MTN with
positive measures to help U.3. industries increase their competitli eness.

I believe the reorganized Department of Trade and Commerce will be able to do
that, for the reorganization provides the essential ingredients: a higher government-
w.,de priority on trade; more complete trade implementation responsibilities concen-
mt ted in one Department; clearer and less ambiguous channels for future trade
po icy decisions; and a heightened attention to the analysis and solution of the
problems facing U.S. industry.

54-396 0 - 80 - 3
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I believe that this reorganization will result in a considerably strengthened De-
partment-one well equipped to monitor and enforce trade rules in a manner which
will protect U.S. rights while ensuring that U.S. obligations are carried out; and one
better equipped than ever before to promote, foster, and develop the foreign trade of
the United States.

DEPARTMENT OF COMMERCE PROPOSED TRADE REORGANIZATION PLAN

SECRETARY OF TRADE AND COMMERCE

The Secretary of Commerce will become the Secretary of Trade and Commerce
and trade matters will be the Secretary's principal responsibility. The Department
of Trade and Commerce will become the one cabinet department whose principal
responsibility is trade.

The Secretary will be ultimately responsible for the following areas of trade
activity: export expansion, including both overseas and domestic commercial serv-
ices; export administration, particularly the export control system; and imrprt
regulation programs of antidumping, countervailing duties, and Section 337 cases.

The Department will have a key role in trade policy development and will provide
much of the staff and operational base for negotiation and program responsibilities
of the United States Trade Representative (USTR).

The Secretary will serve as an ex o,: cio member of the Board of the Export-
Import Bank.

As chief operational officer of Trade and Commerce, the Secretary will assure
that other elements of the Department whose activities relate to international trade
shall appropriately support and coordinate with the Under Secretaty for Trade.
Included among these activities are industry sector analysis, business development
loans, census trade statistics. trade adjustment assistance for businesses and com-
munities, minority businese development, industrial productivity analysis, maritime,
industrial innovation, cooperative technology, product and industrial standards, and
secretarial field representation.

UNDER SECRETARY FOR TRADE

The Under Secretary for Trade will be responsible for overall development and
management of the trade functions in the Department of Trade and Commerce. In
the Secretary's absence, the Under Secretary represents the Department orn the
Trade Policy Committee and as ex officio member of the Board of Export-Import
Bank of the United States. The Under Sec:retary will meet with foreign visitors both
in the United States and abroad to discuss a broad range of trade matters.

The Under Secretary also coordinates trade regulation, trade policy and programs
and trade development to ensure consistency between Administration policy and
trade operations. To accomplish this, the Under Secretary oversees coordination
between and among the following areas: Investigation/determination functions and
the import policy recommendation function; sectoral analysis capability and trade
policy and regulatory functions; Foreign Commercial Service and trade policy and
regulation; industrial innovation and trade development.

The Deputy Under Secretary will serve as the principal deputy for the Under
Secretary for Trade. In the Under Secretary's absence, the incumbent is to act in
place of the Under Secretary in all matters pertaining to trade. The Deputy Under
Secretary will have no direct operational or program responsibilities.

The Deputy Under Secretary will: Be responsible for oversight of day to day
operations to ensure that these activities are conducted efficiently and smoothly; be
responsible for the administrative functions (e.g., agency level personnel, budget,
administrative services, and others).

ASSISTANT SECRETARY OR TRADE DEVEWLPMENT

The Assistant Secretary for Trade Development will be responsible for carrying
out the policies and programs of the Department to promote world trade and to
strengthen the international trade and investment position of the United States.

In carrying out these functions, the Assistant Secretary will be responsible for
conducting the Department's programs for participation in international trade fairs,
trade missions, and other overseas trade promotions; programs conducted within the
United States to expand the export-consciousnems of American firms and to facili-
tLite entry into international trade; and efforts to provide assistance to American
exporters through the facilities of the U.S. Commercial Service and the Foreign
Commercial Service. With respect to East-West trade, the Assistant Secretary will
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be responsible for conducting the Department's program for expanding trade and
investment in Communist countries, and for the formulation and analysis of policies
with respect to U.S. commercial policy in those countries.

The Assistant Secretary will be the person responsible for managing and closely
coordinating the related trade expansion responsibilities of the Foreign Commercial
Service, the Domestic Commercial Service, and the East-West Trade and Export
Development units in Washington. This organizational structure will allow, for the
first time, management by one person of export expansion activities of the Foreign
Commercial Officer in, say, Kuwait, the Domestic Commercib' Officer in Indianapo,
lis, and the relevant trade specialist in Washington. It will not only assure unified
management of these functions, but will also allow rotation of personnel among the
three areas so that coordinated services will be available from point of manufacture
to point of sale.

The Assistant Secretary shall advise the Secretary and Under Secretary of poli-
cies and programs relating to these functions. The Assistant Secretary will repre-
sent the Department on the Board of the Foreign Service and in other matters
relating to the commercial responsibilities of the Departments of State and Com-
merce. The Assistant Secretary will be the National Export Expansion Coordinator.

The specific programs and activities for which the Assistant Secretlry is responsi-
ble are detailed' the following pages.

FOREIGN COMMERCIAL SERVICE

The ForeF- Co. ,.ercial Service is responsible for assistinb American business
abroad thy .,h -.,iinseling, marketing data, project development assistance and
liaison wit :,'reic . government agencies. The Service provides direct support to
Trade and v au'rs rce (TAC) overseas promotional activities such as trade missions,
trade fairs, and procurement conferences. It is responsible for the development of
marketing and commerical intelligence through the Worldwide Information and
Trade System (WITS) for dissemination to the American business community.

The members of the Service will serve as part of the U.S. Embassy staffs and will
report directly to the Ambassadoor Chief of Mission in each country. The Foreign
Commerical Service will provide personalized assistance to American business per-
sons abroad by providing support to Export Development Offices, trade missions,
fairs, catalog shows and other activities. The Service will develop trade leads,
identify potential agents-representatives and develop other commercial intelligence
for transmittal to the East-WEt Trade and Export Development units in Washing-
ton and the U.S. Commercial Service. It also will develop information and report to
Trade and Cuamerce on foreign commercial and industrial trends. The commercial
intelligence data obtained by the Service will be disseminated in part through the
WITS. The Service will provide support to TAC units in import and export adminis-
tration and monitoring of multilateral trade agreements. It will assist U.S. business
persons in resolving trade complaints against foreign firms and governments.

U.s. COMMERCIAL SERVICE

The U.S. Commercial Service represents Trade and Commerce with the business
community in the United States. It provides business with information, technical
assistance and counseling on export and investment matters. The Service assists in
identifying potential U.S. exporters and participants in overseas promotional events.

The Service administers a system of district offices, currently 43, located in
commercial centers throughout the United States. It offers U.S. firms counseling on
overseas marketing, technical export information, guidance on the marketing oppor-
tunities, and advice on marketing strategies. The service conducts seminars, work-
shops, and conferences. It utilizes Export Development and East-West Trade Infor-
mation services, including the Worldwide Information and Trade Systen (WITS).
The Service assists in obtaining commercial information from U.S. firms for use in
Export Development planning and evaluation. It also advises the business cemmuni-
ty of significant trade developments, trade policy issues and technological develop-
ments.

The U.S. Commercial Service publishes "Commerce Business Daily."
The U.S. Commercial Service will include a staff of 353.

EXPORT DVIELOPMENT

The Export Development unit has primary responsibility for planning the export
development programs in non-Communist countries. Its mission is to expand U.S.
exports. It develops promotional programs condur ad by the U.S. and Foreign Com-
mercial Services and provides them with analytical and technical support.
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This unit performs the program planning and evaluation activities for the Assist-
ant Secretary and has responsibility for determining program priorities for the
Foreign and U.S. Commercial Services. It supports overseas promotional activitiec
through management of Export Development Offices, development of overseas trade
missions, sponsorship of special missions, and other trade and investment activities.
This unit, particularly its staff of country commercial experts, is responsible for
providing counseling services to U.S. business on foreign markets, for market re-
search, and for technical support to other units of Trade and Commerce (TAC).

This unit supports staff for Trade and Commerce information programs, including
the Worldwide Information and Trade System (WITS). Such information is dissemi-
nated through the Foreign and U.S. Commercial Services for use by the U.S.
business community. This unit also conducts a nationwide campaign on export
awareness through specialized counseling, seminars, publications, joint industry/
government activities, and assistance in competing for major overseas projects. The
Foreign Commercial Service stages promotional events and the LT.S. Commercial
Service assists in identifying participants.

Additionally, this unit coordinates the program activities of the President's
Export Council which provides advice from the private sector to the Secretary and
the President on issues relating to export expansion activities.

The Export Development unit has a staff of 450.

EAST-WEST TRADE

The East-West Trade unit, established in 1972 to foster commelrial and economic
relations between the United States and communist countries, helps American
firms conduct business in communist countries; develops and explains East-West
trade policy; strengthens governmental mechanisms for expanding trade; and ex-
pands understanding of issues and opportunities in East-West trade.

This unit con' cts the day-to-day bilateral commercial contacts with the embas-
sies and other c:k.nmunist government entities in the U.S. It provides support for
the Cabinet-level joint economic commissions, seeks resolution of commercial prob-
lems, and assists in the development of commercial policy toward individual commu-
nist countries. It collects, analyzes, and disseminates information about economic
conditions, trade-related laws and regulations and market opportunities, and advises
U.S. firms on country oriented trading problems. It also maintains day-to-day liaison
with the major private U.S. bilateral councils on eight individual communist coun-
tries.

This. unit offers practical services to help U.S. firms promote and market prodAucts
in communist countries. It conducts briefings on "how to do business", arranges
contacts between U.S. business and foreign trade organization officials, disseminates
information on business opportunities in communist countries; and assists U.S.
firms in transaction problems involving Federal agencies. In addition, this unit
plans, recruits for, and manages trade promotion events such as fairs, technical
sales seminars, and catalog shows in communist countries.

Lastly, this unit formulates, analyzes and makes recommendations about legisla-
tive and broad policy issues arising in East-West trade. It studies trade potential,
balance-of-payments projections, econometric modeling of communist economies,
and the economic impact of East-West trade on the United States, its communist
trading partners, and other nations. It also maintains a major statistical data base
on East-West trade and provides analyses of trade trends.

The unit has a staff of 92.

ASSISTANT SECRETARY FOR TRADE ADMINISTRATION

The Assistant Secretary for Trade Administration will have overall responsibility
for the managment and operation of the principal programs involving the regula-
tion of imports and exports. The incumbent advises the Under Secretary and Secre-
tary on the policies and programs relating to trade administration.

The Assistant Secretary is responsible for import administration: antidumping
investigation and enforcement and countervailing duty investigation and enforce-
ment. The Assistant Secretary will be direcly assisted by an Office of Antidumping
and Countervailing Duty Policy of 15 people.

The Assistant Secretary is responsible for export administration: export licensing
and enforcement, including national security, foreign policy, and short supply
export controls.

The Assistant Secretary is also responsible for a number of special regulatory
programs: antiboycott compliance, industrial mobilization, foreign trade zones,
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unfair import practices, (§ 337) national security investigations, and several other
statutory import programs.

The specific programs and activities for which the Assistant Secretary is responsi-
ble are detailed on the following pages.

IMPORT ADMINISTRATION

The Import Administration unit is responsible for the investigation of antidump-
ing and countervailing duty cases. Following investigation, this unit makes a formal
recommendation for disposition of the case.

In countervailing duty cases, this unit investigates and determines whether a
subsidy is being provided with respect to the manufacturer, production or exporta-
tion of merchandise imported into the United States. As part of the same process,
the International Trade Commissi' n (ITC) investigates and determines whether an

industry is materially injured or is threatened with material injury. If both of these
determinations are positive, a countervailing duty is imposed in the amount of the
net subsidy determined to exist.

In antidumping cases, this unit investigates and determines whether merchandise
is sold or is likely tn be sold in the United States at less than fair value. As in
countervailing duty cases, the ITC investigates material injury. If both determina-
tions are positive, an antidumping duty is imposed, equal to the amount by which
fair foreign market value exceeds the U.S. price of the merchandise.

In addition to these two functions, this unit will also include the following import
related activities:

Unfair import practices (§ 337 cases) involve the investigation and determination
as to whether unfair methods of competition or importation cause substantial injury
to domestic industry. The vast majority of current actions involve claims of patent
infringement.

The foreign trade zone program evaluates and processes applications by port
communities seeking to establish limited duty free zones as part of local economic
development programs.

Special statutory import programs relate to the import of quota allocation watch-
es and watch movements from U.S. territories, and the import of educations, scien-
tific, and cultural materials by nonprofit institutions pursuant to the Florence
Agreement.

The Import Administration unit consists of 310 persons.

EXPORT ADMINISTRATION

The Export Administration unit is responsible for export controls for reasons of
national security, foreign policy, and short supply. The major functions of the
program are policy planning, licensing, compliance, and short supply monitoring
and licensing.

The policy plann' function includes developing and coordinating recommenda-
tions on export cont. I policies and programs, reviewing export license applications
that present particular foreign policy or security issues, and coordinating with other
Executive Branch agencies on licenses and policies requiring interagency review.

The licensing function includes 'le development of export control procedures and
regulations, technical analysis and review of products, participation in interagency
review of license applications, statistical and analytical reports of export licensing
activities, and formal issuance of licenses.

The compliance function includes the investigation and prosecution of export
conmrol violations.

The objective of the short supply function is to restrict the excessive export of
items in domestic short supply and to reduce the inflationary impact of foreign
demand.

In addition to export controls, this unit will include the antiboycott and industrial
mobilization programs.

The antiboycott program involves the administration and enforcement of the
foreign boycott provisions of the Export Administration Act and the monitoring of
the impact of foreign boycotts on the United States. This includes the investigation
and enforcement of compliance with the law as well as the processing of boycott
re rts

Te industrial mobilization program monitors and assures timely availability of

material and products essential to industrial performance on contracts for national
defense. This includes stockpile management of strategic and critical materials and
an emergency preparedness function designed to identify industrial products and
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facilities which are essential to mobilization readiness, national defense, or post-
attack survival and recovery.

The Export Administration unit will include 195 persons.

ASSISTANT SECRTRARY rOR TRADE POUCY AND PROGRAMS

The Assistant Secretary for Trade Policy and Programs is responsible for develop-
ing and operating an effective trade policy implementation mechanism within the
Department of Trade and Commerce and for operating a variety of trade and
investment programs to improve the U.S. trade position.

The Assistant Secretary provides overall direction and coordination of interna-
tional economic policy formulation, research, and analysis within the Department,
advising the Secretary and Under Secretary on such policies and programs.

The Assistant Secretary for Trade Policy and Programs will be principally respon-
sible for the follow-up, implementation, and monitoring of the MTN. The Assistant
Secretary will be responsible for closely coordinating with other involved offices and
agencies these responsibilities and the process of educating U.S. business on the
rights and opportunities resulting from the MTN.

Assistant Secretary supports the Department's activities in international
trade, economic, and investment matters-and is an active participant in U.S.
representation in GAV'T, OECD, UNCTAD, ILO and other multilateral deliberations

and negotiations. The Assistant Secretary establishes and supervises the implemen-
tation of the Department's interagency policy role in such organizations as the NSC,
STR, and the NAC, particular responsibility for MTN implementation and TPC
support.

The Assistant Secretary's immediate office includes a country analysis staff which
supports certain joint economic consultative mechanisms (e.g. Korea, Yugoslavia);
operates trade facilitation efforts to resolve specific commercial complaints (e.g.
Japan); and provides staff support to the Secretary and Under Secretary for meet-
ings with foreign visitors and trips abroad.

The specific programs and activities for which this Assistant Secretary is responsi-
ble are detailed on the following pages.

TRIAD AGAIsMENTS

The Trade Agreements unit is the primary source of trade policy development
and support within the Department of Trade and Commerce. It identifies key trade
policy issues and develops Departmental positions. A major responsibility of this
entity is implementation of the MTN and other trade agreements for all non-
agricultural matters.

Trade Agreements' activities include implementation and monitoring of MTN
tariff and nontariff agreements, as well as investigation and resolution of problems
in foreign country application of those agreements. Another function is the develop-
ment of information and cases arising under the MTN, including the operation of
the Trade Complaint Center, the central contact point to which business will bring

complaints and problems regarding MTN and other trade agreements, and where
the private sector will receive advice as to the recourse and remedies available to
them. Operation of the private sector advisory process (ISACs) under the expanded
scope of TPC coverage-including investment, East-West trade, etc.-in addition to
trade agreements, is administered here.

In the import relief area, Trade Agreements (1) provides staff analyses to be used
by the TPC in reviewing and considering section 201, 301, 406 import relief cases; (2)
monitors relief actions; and (3) develops Departmental policy on orderly marketing
agreements.

Trade Agreements develops a continuing program of examining post-MTN issues

for negotiation or consultation, identifying and cataloguing foreign trade practices,
such as those affecting trade in "services." It recommends policy objectives for
Departmental officials to present in interagency and international forums. In addi-
tion, it develops plans for educating the U.S. business community on general and

specific trade opportunities resulting from the MTN.
Another major function is participation in, and, as appropriate, leading negotia-

tions and/or renegotiation of bilateral and multilateral trade agreements, such as
the expansion of MTN code agreements, commodity agreements, orderly marketing
agreements, international sector agreements, etc.

Other activities include the examination cf U.S. access to raw materials and other
resources located abroad and the recommendation of appropriate U.S. action in this
area.

This unit will consist of 75 persons.
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MInANCE AND INVI1TMZNT

This unit develops and implements policies and examines laws, regulations, and
institutions in the financial and investment areas to determine their effect on U.S.
trade and investment flows. It recommends change in these to improve the U.S.
trade position, and it monitors and analyzes inward foreign investment in the
United States.

It represents the Department in international finance and development assistance
affairs, especially those affecting export expansion. This includes providing analyses
and staff support for Departmental representation on the National Advisory Council
(NAC) and other bodies dealing with export finance, export guarantees and credit
insurance, and bilateral and multilateral aid loans.

It examines the effect of U.S. tax laws and practices on U.S. trade competitiveness
(DISC, foreign tax credits, taxation of U.S. overseas personnel, etc.). It conducts
comparative analyses of foreign tax practices, and makes recommendations for
changes.

Representing the Department in matters relating to U.S. direct investment, it
analyzes investment trends and consults with business on U.S. regulations and
international practices affecting investment. It recommend actions in bilateral,
multilateral negotiations on investment. It develops positions on multinational cor-
poration (MNC) issues, providing staffing for Departmental participation in MNC
code issues and investment disputes. It advises on programs, policies and legislation
affecting investment abroad and analyzes the balance of payments effects of such
investment.

It analyzes transactions of domestic and international trade financing institutions
from the perspective of effects on U.S. trade. It compares U.S. practices with foreign
practices and recommends changes in U.S. practices. It also provides staff support
for Secretarial membership on Export/Import Bank Board.

It develops recommendations to improve the access of U.S. service industries to
foreign markets, representing the Department at interagency and international
groups dealing with aviation, sea an multimodal proposals.

It operates statutory programs to monitor and analyze foreign investment in the
United States. It identifies problems and recommends remedial action as necessary.

The Finance and Investment unit will include 55 persons.

POLICY PLANNING AND ANALYSIS

This unit conducts research and analysis on U.S. trade and on all factors affecting
future trade prospects, developing policy recommendations to enhance the interna-
tional trade competitiveness of the United States. It is the principal source within
the Department for developing positions on international positive adjustment poli-
cies and on international sectoral issues. On the basis of its own research and
analysis as well as that of the new Bureau of Industrial Analysis (BIA) and other
parts of the Government, this unit forecasts future trade trends and is responsible
for developing longer term policy options for U.S. trade and investment.

In conducting policy analyses of positive adjustment issues and international
sectoral issues, it draws on the micro-economic and industry analyses of BIA, using
these studies and data along with other information to formulate and evaluate
policy options and to recommend policy positions. It develops positions to take on
international positive adjustment policies in the OECI) and other forums, it focuses
on sectoral issues related to MTN implementation and to other trade and invest-
ment agreements and policies, and it participates in or heads U.S. delegations to
international meetings concerned with sectoral or positive adjustment issues.

In supporting the development of faster U.S. export growth and a stronger com-
petitive position, this unit examines the effects of trade incentives and disincentives
of the U.S. and other governments. It serves as the central contact point for
collecting and evaluating information on the likely effects of changes proposed to
improve the U.S. export position, developing policy options And recommendations.

It also forecasts longer-term trade developments, with particular emphasis on
identifying future trade problems that will face the United States. It identifies
longer-run trade and investment policy objectives, basing these on its forecasts and
its program of research into U.S. trade and the factors affecting U.S. competitive-
ness. It evaluates the effectiveness of U.S. trade and investment policies and com-
pares these with major competitor nations. It uses nathematical models to simulate
the effects of future policy alternatives, and provides the planning framework for
trade policies and programs.
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The Policy Planning and Analysis unit also develops and maintains computerized
data bases and provides trade and international economic statistics to other parts of
the government and to U.S. business.

This unit will include 70 persons.

TEXTILAS AND APPAREL

The Textiles and Apparel unit is the organization in Trade and Commerce that is
responsible for the economic well-being of the U.S. textile and apparel industries,
domestically and internationally. Its major efforts include negotiating bilateral tex-
tile and apparel import restraint agreements;' monitoring imports from controlled
(agreement) countries and uncontrolled countries, providing staff and technical
support to the Committee for the Implementation of Textile Agreements (CITA);
and, promoting the expansion of exports of textiles and apparel.

This unit prepares monthly performance reports which show imports compared to
restraint levels for each bilateral agreement country. Problems of implementing the
agreements are analyzed and brought before CITA for resolution. This unit makes
special tables and analyses used by the U.S. negotiators of textile and apparel
agreements. To accomplish this, it gathers and reports basic statistical data on
imports. It prepares monthly reports on the overall import picture, comparing
current monthly data with prior years. It is concerned with monitoring imports
from uncontrolled countries. It classifies problems arising under agreements and
trains foreign officials in U.S. classification procedures.

In addition, this unit provides current economic data and analyses of conditions in
the domestic textile and apparel markets, including the impact of imports on these
markets. It is responsible for the textile and apparel export expansion program and,
in conjunction with the SIR and other organizations, reduction of non-tariff bar-
riers. Finally, it provides structural aesistance to the industry in the form of new
technology, research and development, and management training.

The Textile and Apparel unit will have a staff of 47.

'This is done as part o negotiating teams made up of State, Labor, and headed by the Chief
Textile Negotiator fror- the Office of the Special Trade Representative.
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UPORADED szCrORAL ANALYSIS PROGRAM rOR TRADE AND COMMERCE

The Department will establish a major capability for industrial analysis, policy
development and selected industry assistance efforts. The cornerstone for this capa-
bility will be a new Bureau of Economic Analysis which has a reputation of
objective, highly credible macroeconomic analysis and reporting. Like BEA, the
Bureau of Industrial Analysis (BIA) will report to the Department s Chief Economist
and have parity with BEA and the Census Bureau. The components of the Depart-
ment's new industrial program, beginning with BIA, are as follows:

BUREAU OF INDUSTRIAL ANALYSIS (sIA)

The Bureau of Industrial Analysis will provide, to a variety of clients, objective
and professional sector-specific and cross-sector information and analysis. Its princi-
pal role will be to serve the analytical support needs of policy makers in Trade and
Commerce, in the Executive Office of the President, and in other Departments and
agencies. It will also provide industry specific information to the Under Secretary
for Trade for export development targetting, short supply, import. administration
and industrial mobilization requirements. It will provide the data base, on a micro-
economic basis, which policy makers may use in considering issues and proposals
directed at or affecting particular industries.

The principal activities of BIA will include preparation of the following:
Current and project data on industrial prices, production, inventories, etc. at

various levels of aggregation;
Information on industrial operations, industry structure, industrial processes, in-

terindustry relationships, plant capacity etc.;
Assessments of economic conditions in various industries, including analyses of

the impact of such factors as labor conditions, trade development, productivity,
capital availability and others on industrial performance, as well as early identifica-
tion of industry problems and opportunities;

Impact analyses to be used in Federal decisionmaking on current policy and
program issues such as legislation, EPA regulations, ITC recommendations, trade
negotiating positions, energy policy proposals, etc.;

Sophisticated research on issues such as productivity, capital investment and
industry structure.

BIA will have a staff of approximately 190 people, primarily economists and
industry specialists. Approximately 140 positions will be filled with qualified De-
partmental staff. Approximately 50 positions will be filled through Secretarial re-
programming of vacant positions throughout the Department.

The head of BIA will be in individual with recognized credentials and manage-
ment ability selected in c.nsultation with the Government's top economic policy
advisors. Similarly qualified officials will be recruited to fill 5 or 6 career SES
second-level management positions within the Bureau.

ASSISTANT SECRETARY FOR POLICY

The Office of the Assistant Secretary for Policy will provide policy analysis on
industry and cross-industry issues. The Office will be augmented by the transfer of
rescurces from ITA's Office of Business Policy Analysis. This staff of approximately
five will be combined with other Folicv positions in a new Office of Industrial Policy
Analysis. This Office will be respornsible for.

Analyzing and making policy recommendations on cross-industry issues such as
taxation, antitrust, labor issues and policies affecting small business.

Making policy recommendations regarding the Government's undertaking actions
in support of endangered or emerging industries.

Analyzing the policy and operational tools available to meet industrial develop-
ment needs, and determining what institutional mechanisms, such as tax legisla-
tion, regulatory reform, direct assistance, and others, are most appropriate.

ASSISTANT SECRITARY FOR SCIRNCr AND TECHNOLOGY

The Assistant Secretary for Science and Technology now has staf' capability for
assessing industry-specific technology conditions, which are becoming an increasing-
ly important aspect of our overall economic and competitive position. To supplement
this capability, 7 positions from the former BDBD Office of Business Policy Analysis
will be transferred to the Assistant Secretary to provide needed support for compre-
hensive reviews of the technological implications of Federal environmental regula-
tions. In addition, the Assistant Secretary will establish and Industrial Development
Projects Staff. This staff will be made up of 13 positions transferred from the Office
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of Business Programs (formerly part of the abolished Bureau of Domestic Business
Development). This staff will draw upon the analytical products of the Bureau of
Industrial Analysis and the scientific/technological support available from the Na-
tional Bureau of Standards, the Patent and Trademark Office and the National
Technical Information Service in order to develop options for specific programs to
aid distressed or emerging industries. In this way, industry assistance programs,
such as those involving the footwear, steel and jewelry industries, will have an
institutional base in the Department, and be better able to take advantage of all of
its policy, industrial analysis and operational resources.

UNDER SECRETARY FOR TRADE

The Department's proposed new trade authorities have yielded a reorganization
proposal establishing an Under Secretary for Trade under whom all trade develop-
ment, trade policy and import and export administration programs will be orga-
nized. The Bureau of Industrial Analysis will be a prime supplier of industrial data
and interpretation to the Urder Secretary in the management of all of these
programs. However, a cadre of 30 people will be assigned to the Under Secwrtary for
Trade for industrial work of special importance to trade program managment. This
staff will operate on a project basis, drawing upon the central capability of BIA and
tailoring its analyses to import policy needs, export promotion PIP- ring, MTN
implementation, etc.

DEPUTY UNDER SECRETARY FOR REGIONAL AFFAIRS

While recognizing the primary role of its industrial analysis efforts in suppe: ,ng
Federal Government policy and program decisionmaking, the Department has a
continuing obligation to meet the business community's needs for information and
assistance. To meet this obligation, the Department will transfer resources in the
former BDBD Office of the Ombudsman to the Deputy Under Secretary. This staff
will serve as the focal point for business inquiries, routine assistance and special
projects such as conferences and seminars on business related topics.

SUMMARY OF STEPS TO UPGRADE THE SECTORAL ANALYSIS PROGRAM IN THE
DEPARTMENT OF TRADE AND COMMERCE

1. Chief Economist
Abolish: Office of Industrial Economics with 15 positions.
Add: Bureau of Industrial Analysis with 190 positions including 50 vacancies to

provide industrial information and analysis.

2. Assistant Secretary for Policy
Add: Office of Industrial Policy Analysis with 13+ positions (5 from BDBD) to

support in-depth analysis of industrial issues, with formulation of appropriate Fed-
eral policy response.

3. Assistant Secretary for Science and Technology
Add: 20 positions to support design and management industry assistance projects

and technological review of environmental regulations.

4. Industry and trade Administration
Abolish: Bureau of Domestic Business Development with 233 positions.
Transfer to Under Secretary for Trade. Office of Textiles with 32 positions to

support trade negotiations. Research staff with 30 positions to support MTN imple-
mentation.

5. Deputy Under Secretary for Regional Affairs
Add: Ombudsman for Business with 16 positions to provide a focal point for

business inquiries and routine assistance.

Mr. VANIK. Thank you. I would like to address some of my
questions to the Office of OMB and Mr. McIntyre.

One of the items of business that concerns me very much, but in
your statements and in statements by others I see nothing about, is
a very important part of the trade program. This is one of the
commitments we made that I was very much concerned with. That
is on the issue of adjustment assistance, which by statute STR has
the responsibility to coordinate. What is the administration's inten-
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tion with respect to this obligation we incurred in connection with
the passage of the MTN legislation?

Mr. MCINTYRE. Mr. Chairman, as you well know we are working
with the Congress, to try to resolve some of the issues that concern
us with respect to the trade adjustment assistance legislation.
Those discussions are ongoing now. We are working very closely
with the Departments of Labor and Commerce who are carrying on
those discussions with the Members of Congress. I hope we can
come to a satisfactory resolution on that piece of legislation. We
have not at this time.

Mr. VANIK. I hope that the administration will consider the
modest improvement that was made in the program by H.R. 1543
which was developed in the subcommittee, and overwhelmingly
approved by the House earlier this year. I know Mr. Downey would
like to make a statement on this point.

Mr. DOWNEY. M?. Chairman, I am glad you raised that point. I
am thankful tha. Mr. McIntyre and hopefully the administration
will reconsider their position. I want to make it as clear as I can
there are a lot of people who supported MTN and feel that it is the
direction this country should be headed but who are very, very
concerned, and I think rightfully, about displacement in American
industry as a result of free trade or increased trade opportunities
for other countries.

The Office of Management and Budget has written some very
strong and I think irresponsible comments with respect to broaden-
ing the base of trade adjustment assistance to parts manufacturers
and other aspects of the bill that ultimately passed the House. I
would hope you would reconsider that position because it is my
intention to continue to support the trade policies of the adminis-
tration.

I will do so a lot more zealously if I know the administration will
be more forthcoming with trade adjustment assistance.

Mr. McINTYRE. I can only reiterate that we are trying to work
out some of the very difficult issues. The one you mentioned, the
extension of benefits to secondary groups of beneficiaries, people
that are not directly impacted but who are indirectly impacted, is a
very difficult question and it represents a fundamental change in
existing policy. It is a change that should not be made very lightly.

What we have tried to do is to explore the implications of that
proposed policy change and determine exactly what we are getting
into if we agree to the change. That is only one of 3everal other
major issues that the new trade adjustment assistance bill raises.
But I can assure you and Chairman Vanik that we have not put
our heads in the sand on tuat legislation, that we are trying in a
responsible manner to work out a solution to these very difficult
problems.

It is also a very costly proposal. I would hope that you would
want the person in charge of the purse strings of this Government
to be concerned about cost and that is what I am trying to do.

Mr. DOWNEY. We are also concerned about cost.
Mr. McINrRaz. I hope we can do something about it. We are

concerned about both the issue and the funding. I have to constant-
ly watch the puse strings.
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Mr. VANIK. We appreciate that effort, but we have a commit-
ment we have made to a large segment of oar community that
supported the multilateral trade negotiation on the basis that we
would have a strengthened, more meaningful adjustment assist-
ance program. I am mindful of that commitment, and I hope we
can respond to it.

If Commerce is going to have a principal role in trade policy
development, what will be the role of the other agencies in develop-
ing policy to be coordinated by STR? One of the things that con-
cerns me, isn't there a danger that STR's traditional trade policy
role would be weakened in this structure?

Mr. McINTYRz. Mr. Chairman, I think just the contrary will
happen. I think we have seen in the MTN negotiations a process
developed in which the Office of Special Trade Representative has
taken a principal role as the trade spokesman for the Government,
the principal trade spokesman for the President. I think that
model is a good model to build on and that is what we have done in
our proposal. We do have a number of agencies in the Government
that have a direct concern with trade policy. In my testimony I
mentioned three or four, the Agriculture Department, the Depart-
ment of State, and others. So I think that by establishing the STR
in the Executive Office of the President, continuing the Special
Trade Representative as a Cabinet-level official, enhancing the Spe-
cial Trade Representative's position as Chair of the Trade Policy
Committee and broadening the membership of that committee will
give us a much better process for developing trade policy. I think it
will strengthen our trade policy formulation and will certainly
strengthen the U.S. Office of Trade Representative.

Mr. VANIK. Would the TPC also coordinate and provide policy
guidance on other issues to the extent they impact on trade? For
example, taxation of U.S. imports to companies and individuals
abroad, antitrust policies, commercial matters affecting service
such as shipping, aviation, insurance, fishing rights, policy guid-
ance on export control and finance. If not, why not?

Mr. McINwrv. I think, first of all, that the Trade Policy Commit-
tee would have trade policy as its primary concern. Obviously if
there are other actions or other policies enunciated in the govern-
ment which would have some impact on trade it would be a matter
that the Trade Policy Committee should discuss, consider and if
appropriate make its views known either to the respective agency
or to the President so that those viewpoints could be taken into
account in arriving at any final dicision. I would not suggest,
however, that nontrade policymaking responsibilities which reside
by statute in other agencies would be a matter that the Trade
Policy Committee would have primary responsibility for.

Obviously they have to be able to comment on things that impact
on trade, even if it is not a direct trade-related issue.

Mr. VANIK. Under the OMB proposal would STR-TPC have a
role in developing and coordinating export policy? Who would have
lead responsibility in the Executive Branch for developing compre-
hensive and effective policy to improve U.S. productivity and com-
petitiveness, including export policy and oversee its impementa-
tion, and how will they do it?
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Mr. MCINTYaR. The Commerce Department, under our proposal,
would have the primary responsibility for export promotion. The
Trade Policy Committee, chaired by the STR, would have the re-
sponsibility of coordinating our trade policies and on that commit-
tee would be the Department of Trade and Commerce. So the
coordination of policies would be a responsibility of the Trade
Policy Committee.

The development and execution of export policy would be the
responsibility of the Department of Trade and Commerce. Mr.
Hodges may want to expand further on that.

Mr. HODGEs. I have no further comment on that. We would have
the responsibility as outlined in the trade development portion of
my testimony. Trade policy coordination would be the responsibili-
ty of the committee.

Mr. VANIK. Mr. Gibbons.
Mr. GIBBONS. Mr. McIntyre, somewhere in that bureaucracy that

you are the current head of there is a great antipathy toward
adjustment assistance. It is not new. It did not come with this
Administration. I hope that somewhere it will be rooted out and at
least exposed and we will find out who is responsible for it. Trade
adjustment assistance is not a new cost. The cost is there. It is just
a question of who is going to bear the cost. I think it is fair that
the Federal Government bear the cost because it is our change in
policies and our programs that really make this come about. As
long as we have that antipathy in your organization toward adjust-
ment assistance we are going to have political troubles with it up
here on the hill, and political troubles with all of our trade policy.

So I think it is in our best interest to find the causes of the
antipathy and get it rooted out and for the Federal Government to
shoulder its responsibility for having a good fair trade adjustment
assistance program. I don't mean to scatter Federal dollars all over
the landscape but it is inconsistent in my mind not to recognize
that the American manufacturing business is largely a group of
parts assemblers these days. Very few people manufacture entire
products. Parts suppliers are just as vitally affected by trade policy
as are the final assemblers.

Now, as I look over these proposals-and I am cosponsor of the
bill sponsored by Mr. Jones and Mr. Frenzel-I worry about the
role of STR. I have watched it for years now, and I have served 27
years on committees. I think I understand how committees work. I
know their shortcomings. It looks to me like what you have done
with STR is give them a gavel and say you go out and coordinate
all these independent agencies of Government. Mr. Mcintyre can't
do that. Not everybody has the personality of Bob Strauss. I think
a lot of people are new in STR or going to be new. Fine people, but
not everybody has the personality of Bob Strauss. I don't want to
see anything in the proposal that comes up here that diminishes
the strength of STR. It looks to me that by giving STR a gavel and
Chairmanship and saying coordinate with Commerce, coordinate
with Agriculture, coordinate with State, and everybody else that
you know, he is going to get a lot of smiles and a lot of junior-level
secretaries attending his meetings and policy is going to run on
just as it has for 200 years in these various agencies.
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I would like to have you respond to that. Is STR going to have
the clout, the legislatively given clout to call these agency heads in
together to knock heads as Bob Strauss apparently was able to do
in his own inimitable way and get this job done?

Mr. McINTmRr. The short answer to your question, Mr. Gibbons,
is, yes. I think STR will have the clout to bang heads together and
make the necessary policy decisions.

Mr. GIBBoNs. What in your proposal gives him that clout?
Mr. McINTYRE. First, the Office of U.S. Trade Representative

would not only be a Cabinet-level agency, it would also be an
agency in the Executive Office of the President, unlike other cabi-
net departments or agencies.

Mr. GIBBONS. In other words, he is at super cabinet level, is that
correct?

Mr. McINTFYRR. He is in the Office of the President, and that
gives-

Mr. GIBBONS. Be responsive to my question. Is this a super Cabi-
net position, or is it at the same level as Secretary of Commerce?

Mr. McINTYRE. Neither of those. It is not a super Cabinet posi-
tion; it is in the Executive Office of the President. The Executive
Office of the President is an arm of the Presidency which Congress
has recognized as being very effective in coordinating and staffing
related type agencies, so that we can pull together those functions
that cut across other Cabinet departments.

Mr. GIBBONS. Let me ask the question again: Is he at the same
level, as far as power, authority and responsibility, as the Secretary
of the Interior, the Secretary of Agriculture, or on trade matters is
he above them?

Mr. McINTRE. In the trade proposal we will submit to the
Congress, the Trade Representative will have the responsibility of
making final decisions on trade policy.

Mr. GIBBONS. As I understand your answer to my question, the
answer is "Yes," on trade policy he is above the Secretary of
Commerce, the Secretary of Agriculture, and the Secretary of State
in those matters.

All right. That is all the questions I have. Thank you.
Mr. VANc;. Mr. Jones?
Mr. JONES. Thank you, Mr. Chairman.
First, let me congratulate the administration for, I think, good

cooperation in consulting with Congress, in formulating the plan,
and with at least a strong "Bplus ',if not an "A", on the final
plan.

I agree that the reorganization should take place by January.
What I would like to pursue with you is how strong your feelings

are of whether this should be by the reorganization plan, or should
it be by legislation.

I agree with Mr. Gibbons, that the reorganized department, as
well as the STR, needs to have maximum clout so that we can
really focus attention on trade policy. My tendency is to believe
that if Congress gives it that clout through legislation, that it is all
the better.

So, my first question, Mr. Director, or any of your colleagues,
how strongly do you feel whether this should be by Executive order
or by legislation.
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Mr. McINrrYR. You mean by reorganization plan or by legisla-
tion? I feel strongly, Mr. Jones, if you want to get this proposal
into law, so that it will be operational by the time the MTN is
effective in January 1980, the only way you are going to be able to
accomplish that is by reorganization plan.

Mr. JONES. Why is that?
Mr. MCINTYRE. Congress has many issues facing it now. Its

schedule is very, very tight. The energy proposals that Congress
will be considering are going to take up a lot of time on your
schedule. SALT will take up a lot of the Senate's time. The appro-
priations bills, the budget resolution, will take up a lot of time,
depending on when the Congress intends to adjourn.

I would suggest that legislation would have a difficult time
making it through the process in time for this proposal to become
effective in January.

We have not introduced a reorganization plan. We have spent
this August and last July and the first week in September consult-
ing with Congress, with various interest groups, with the commit-
tees and their staffs, to try to iron out the problems, just as you did
on the MTN legislation, so that when the plan is introduced, we
will have worked out those problems with the Congress, and it can
move though with a great deal of consensus.

Mr. JONES. When is it going to be introduced?
Mr. McINTYRz. We have not made a decision yet. If we are to get

something passed, and if we are to get a plan introduced in time to
get it passed this session, I think it has to be done by the first half
of September.

Mr. JONEs. If you introduced it by the first half of September, it
could not become effective until the first half of November.

Mr. McINTYRz. Sixty congressional days.
Mr. JONES. So, later in November?
Mr. McINTnR. It could become effective sooner if Congress voted

the plan out.
Mr. JONES. During that period of time, if Congress were able to

get through the process and pass legislation, is that just as accept-
able to you?

Mr. McINTYw. If Congress is able to do it. What we are interest-
ed in is getting an acceptable reorganization of our trade functions
through the Congress. Our goals are the same, but I think that the
realistic approach in getting this proposal acted on this year would
be to use the reorganization plan route. That is what the reorgani-
zation authority is there for.

One other point about that: The legislation authorizing the use of
reorganization plans provides for a 30-day amendment period, so
that if there is a need to amend the plan the President can trans-
mit an amendment. I think that is a very important provision, very
beneficial, so that we have time to iron out any difficulties that
might still exist after the plan is introduced.

Ir. JONES. Do you feel there is going to be the need for any
additional statutory authority for the new Secretary of the Depart-
ment of Trade and Commerce in addition to a reorganization plan?

Mr. McINw-Rz. There will be ultimately a need for legislation to
deal with the commercial attach6s, the commercial service.

Mr. JONEs. Is that the only area you contemplate right now?
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Mr. McINTYRE. At the present time, yes.
Mr. JONES8. Let me ask you, on that commercial attache sugges-

tion, will they be the same, will the corps be the same size, will it
be strictly a transfer from State to Trade and Commerce or will it
be expanded size?

Mr. McINTYRE. Initially, our intention would be to transfer per-
sonnel from the Department of State who are currently involved
full time in the commercial attache, commercial representation
functions. Obviously, conditions in the world change; our trading
relationships change, and I think we have to recognize that fact
and be flexible enough to have changes in our commercial repre-
sentation.

Mr. JONES. But the reorganization plan can affect the transfer of
existing commercial attaches to Trade and Commerce, and what
you are saying, for their retirement, in other functions they will
have to change the statute?

Mr. McINTmnU. That is correct. If you develop a separate person-
nel system for these officers, otherwise during the interim period
they would remain as Foreign Service Officers.

Mr. JONES. One of the criticisms of using the Department of
Commerce as the focal point for the reorganization is that there is
too much deadwood in Commerce at the present time, and there
was the feeling that you needed some statutory authorization to
clean out some of this deadwood, so you could really have an
aggressive cabinet-level Trade Department.

Do you agree with that statement, first of all, and whether you
do or not, what can be done by the reorganization plan to clean out
the deadwood?

Mr. McINwrRE. I have heard that same statement. I do not of my
own personal knowledge know of a.ly deadwood in the Department
of Commerce. I think they carried out their responsibility under
the MTN negotiations in a superb manner. Ambassador Strauss
indicated to me he feels they have done so.

I would let Under Secretary Hodges speak for his own depart-
ment. Let me suggest, however, one thing: The way you straighten
out management problems is through improving management. I
think with the Civil Service reform bill, that the Congress over-
whelmingly passed we have the framework to deal with personnel-
related-type problems that we did not have prior to the passage of
that law. But if there is a problem, I think you have to tackle it
from the management perspective, and I would like to ask Under
Secretary Hodges to respond.

Mr. JONES. Before he responds, I agree with you that improved
management is going to be necessary. Again one of the criticisms
of Commerce is that they need new life in their management levels
and they could use some new bodies over there. Would OMB look
kindly on establishing some new management positions or transfer
of some new management positions into thia new Department?

Mr. McINTmE. We already have recommended 130 new positions
that would go into investigating functions in the antidumping and
countervailing duty areas which, if approved by Congress, would be
transferred to the Department of Commerce under this reorganiza-
tion proposal; so there are some new positions there. We have also

54-396 0 - 80 - 4
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agreed to an Under Secretary for Trade which is a new manage-
ment position.

We have agreed to one new Assistant Secretary position which is
a high-level management position. However, if it can be justified to
us that there is a need for additional new positions to carry out
these responsibilities we in OMB will have an open mind toward
such additions.

Mr. JONES. What I would like to get from OMB is a priority
treatment because I think clearly the one piece of legislation that
this Congress has passed that is very meritorious is the trade bill
and to implement it properly is going to have to have a complete,
total commitment of support from OMB and the entire administra-
tion.

Mr. McINTmwY. Mr. Jones, you can be assured that so long as I
am there you have that commitment and support. I have been
meeting with Governor Askew and he and I have a very good
working relationship. We have known each other for a number of
years. I don't see any problem in finding adequate resources for
both STR and the Department of Trade and Commerce to carry out
our obligations and responsibilities under the MTN agreements.

Mr. HoDGEs. First I want to address the management point. In
any organization management is critical, and I believe that the
team that Secretary Kreps has assembled in the Department of
Commerce is first-rate. It can and is rejuvenating the Department
of Commerce. Moreover, the upgrading of management of the trade
function through the appointment of an Under Secretary and addi-
tional Assistant Secretaries will be important to strengthening this
major function.

Also, we have asked OMB for authority to establish additional
SES positions within this new organization to give it added man-
agement strength. These will not be new people but rather an
upgrading of the level of their responsibilities. We will also receive
vacancies with the transfer of functions. Some 10 percent, over 100
vacancies, will be coming in. This will give us new opportunities to
add to the staff.

We have about 125 vacancies in the trade area right now. We
have put a freeze on hiring so that we can assess our future
personnel needs.

I would also like to point out that changes are already taking
place. The average age of the people within the Industry and Trade
Administration is some 45 years of age and we have had a signifi-
cant inflow of younger people in the last few years. I think there
are dramatic opportunities to manage this unit effectively. I am
convinced you will be very proud of the new Department of Trade
and Commerce.

Mr. JoNs. I imposed on the committee's time but I do have one
final question. It pertains to the reasons why Eximbank and OPIC
were not included in this reorganization. Would you not agree that
the Secretary of Trade and Commerce should have a much more
direct and persuasive role in Eximbank operations, perhaps being
clairman?

Mr. McbIrrm. Mr. Jones, we looked at that question for a very
long time. Our feeling was that the Eximbank was working well;
that if we could make improvements in its operation and its rela-
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tionship to other Government programs, those improvements could
be probably in the area of better coordination with other policies.
To that end we recommended that the Secretary of Trade and
Commerce be an ex officio, nonvoting member of the Board so that
trade policies and the financing policies could be coordinated at the
time the decisions were being discussed and made by the Board of
the Eximbank. We feel that that will work well and will serve the
purpose of coordinating those policies.

I think that that will be sufficient to keep the financing and
trade policy question in the loop. In addition, STR will become a
member of the NAC.

As far as OPIC is concerned, we made a reorganization proposal
several months ago which put OPIC into an organization called
IDCA. The Congress has approved that reorganization. We felt
OPIC was more of a developmental organization than it was a
trade organization and that is what we have been told at least by
the Members in the House who are concerned about and oversee
OPIC activities.

We therefore did not propose another reorganization of OPIC at
this time. We did, however, put IDCA on the Trade Policy Commit-
tee so that we will have all of those organizations that have some
interest in trade policy decisions on the Trade Policy Committee. In
that way, OPIC-type issues will come before the trade policy group.

Mr. JoNue. Thank you for your answer. I think OPIC should
have moore of a trade rather than aid function, so I am not totally
convinced; but that is a difference of opinion perhaps. Thank you,
Mr. Chairman.

Mr. GIBBONS. Mr. Downey?
Mr. DowNer. I would like you to convince me if you could, Mr.

McIntyre, of the advisability of separating out here the administra-
tion of unfair trade practice laws and the area of trade policy. Spell
it out. You spelled it out pretty well on pages 8 and 9 of your
statement but it seems to me that during the negotiations of MTN,
Ambassador Strauss was able to come up here and say, well, we
have to extend this waiver of countervailing duties and I have to
have this as one of my tools in the arsenal to go back and deal with
these other countries.

Now you may say MTN was a unique case. But I seriously
doubt-and maybe you can dissuade me of this-that the unfair
trade practice laws are not going to be politically administered. I
would like to think they are but I think there will be political
jpudgmente made in the administration of them..I am wondering

isn't it better to keep that despite the fact you want a lean bu-
reaucracy and all those other nice things about STR? Isn't it possi-
bly a good thing to have that as one of the arrows in the quiver, if
you will, when you deal with other countries on trade policy?

Mr. McILmenh. As I said in my testimony we felt that it was
important that the overall policy with respect to antidumping and
countervailing duties be an area that the Trade Policy Committee
would have responsiblity for. But we felt it was important to
delineate between the enforcement functions and the negotiating
functions. The enforcement functions should be a responsibility of
a line department which has a primary responsibility for trade,
and for specifically for overseeing the effective enforcement and
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implementation of the MTN agreements within the context of an
overall policy that would be approved by the trade representative.

Mr. DOWNZY. Let me interrupt you there. Wasn't Ambassador
Strauss able to hold out the countervailing duty waiver and other
things to people at the time he was negotiating this agreement and
thereby get them to make some of the concessions they made? Am
I misunderstanding what happened?

Mr. MCINfYR. I would have to get Mr. Rivers to comment on
that.

Mr. RIveRs. Congressman, the waiver was originally put in the
Trade Act of 1974 by the Congress as a negotiating tool, it is true,
because it was recognized it would not be possible to negotiate new
rules on subsidies and countervailing duties if at the same time the
United States were countervailing willy-nilly without a demonstra-
tion of injury. However, I think in the administration of counter-
vailing duty program it is in the interest of the United States not
to have it side by side at the same office with the negotiating
function. I think too often criticism in the past has been that
decisions have been taken in countervailing duty cases for sort of
extraneous overall negotiating reasons, so to me the distinction
makes sense between the operational function which requires enor-
mous resources and the overall policy function which I believe is
sufficient for STR.

Mr. DowNEy. As a practical matter wouldn't somebody you were
dealing with from another country, a trading partner, if they had
problems with countervailing or antidumping, wouldn't they raise
that issue anyway? Wouldn't they say, listen, I know you bought
this from us but you have been so rigorous in enforcing this other
aspect of law that we are having some trouble back home convinc-
ing some of the television manufacturers and the shoemakers in
our own industry that this is something we can't get from you?

As a practical matter when does this, if ever, become not politi-
cal and not a question for negotiation?

Mr. RivERs. It varies from case-to-case but in my judgment it is
best that that is not a lever which is right within the Office of the
Special Trade Representative. There is, however, one important
point that I think should be kept in mind. That is under the new
regime that is contemplated in the administration of countevwail-
ing and antidumping statute there will come a time in these cases
and cases will arise which will just not be resolvable in the tradi-
tional sense of imposition of duty. Congress recognized that and
instituted these procedures under very tight constraints for termi-
nation and discontinuance of cases. At that point I think that is
when the negotiating policy function merges with the operational
function and that is where STR will come in. But I don't think we
want STR in the daily operation of that program.

Mr. DowNEY. I take it that is yur judgment on that?
Mr. McINTYxz. Let me make one other point because you asked a

broader question on countervailiing and antidumping duties. Mr.
Rivers can expand on this but the discretionary relief authority,
section 301 and several other sections, would remain in STR. The
escape clause, disruption, and other discretionary relief authorities
would remain with STR. You might want to comment further on
that.
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Mr. RivERs. That is a very important distinction. There are
certain statutes such as section 301 which are inherently negotiat-
ing tools. There are other statutes which Congress has not intended
to be negotiating tools. They are remedial statutes such as anti-
dumping and countervailing duty statutes. That is an important
distinction and it is reflected in this proposed reorganization.

Mr. DOWNEY. I agree with my colleague from Oklahoma that is a
pretty good proposal and I will probably support it, but it concerns
me that an individual like Strauss-and I hope Mr. Askew can fill
his shoes as I am sure he will-might hold this out in negotiations
with another country and then suddenly say we are sorry fellows,
the enforcement is really in somebody else's hands. We have noth-
ing to do with that any more. It would strike me, if I were dealing
with you in that situation, as being a little unbelievable. But if you
say it is better for policy I am prepared to accept your judgment on
that.

Mr. McINTYRE. In the analogy you just gave I don't think STR
has had that authority anyway in terms of enforcement.

Mr. DOWNEY. They may never have had it statutorily but when
you have Ambasaador Strauss coming here and explaining that
this is a half glass of water, half full, and we have to learn how to
deal with this problem, and that he has to track this enforcement
thing back to other countries-maybe we have been misled here,
and that is possible, that happens, but I just think other countries
and certainly Congress has had at least in their own minds that
this STR was something that could wheel and deal and this would
be one of the negotiating tools in the arsenal.

But if you suggest it is not one of the ways you want to go in the
future, purely a policy coordinated with some of these powers he
has under section 301, that is all right.

Thank you, Mr. Chairman.
Mr. GIBBONS. Mr. Guarini.
Mr. GUAhNI. Mr. McIntyre, at any rate you would be against a

separate department such as advocated by Senator Long and Sena-
tor Byrd in their respective bills?

Mr. McIN'rma. We think a separate department is unnecessary. I
tried to enumerate several reasons for that in my testimony, but
the short answer to your question is, yes, we would be opposed to a
separate department.

Mr. GUARINI. Between the Jones-Frenzel bill and the OMB pro-
posal there is very, very little difference, as I see it. It depends on
whether or not the President is to set it up and organize it, or
whether or not Congress is to have its impact; is that correct?

Mr. McIN'raaz. No; I think there are a few basic differences: Mr.
Jones and Mr. Frenzel's bill would transfer Eximbank into the
Department of Trade and Commerce-it would transfer OPIC; and
a part of the ITC functions, I believe, also would be transferred. I
think those are the major differences.

Otherwise, we are very close in our proposed reorganization
plans.

Mr. GUARINI. In regard to the time element that we have in-
volved-and this is what you addressed yourself to-could you
point out the problems that we would have in the Jones-Frenzel



50

bill if we went by the statutory way, instead of the reorganization
method?

Mr. McINTrEz. I think the primary problem we would have is
one of time. It is a scheduling question. Under the reorganization
authority, the President can transmit a reorganization plan, and
there is a certain time during which something has to happen,
either affirmative or negative, on that reorganization proposal.

The reorganization plan is a certain way to insure that there is
some decision on a trade reorganization plan this year by the
Congress.

Mr. GUARINI. What would be lost, actually, if we went a little
slower and in a statutory way, and got Congress' input as far as
MTN is concerned? It would still go along the same way; it would
still be implemented. There would not be any substantive reason; it
would just take more time to think out our procedures; isn't that
correct?

Mr. McINlwRz. That is one way to phrase it. I don't think any-
body who is proposing that we go by reorganization plan route
wants to take any time away from the Congress for consideration
of the proposal. In fact, we have intentionally held back submission
of either legislation or a plan, so that we could try to work out any
differences that existed, and send something up to congress that
would meet most of the needs and the objectives of the Congress.

I think that the process of consultation has brought us a long
way toward a consensus as to what the proposal should be.

Mr. GUAINI. Then what we are really talking about is how we
can best effect some type of consolidation, so that we can have a
more effective trade program for the United States. Are you afraid
that there may be in the political process too much compromise
and give or take, where the President might be able to come up
with a more coherent or cogent program?

Mr. McINTY=R. I am not worried about the end product.
What I am concerned about is that if you are serious, if you in

the Congress want a reorganization proposal in place by January
when the MTN codes become effective, then it is my judgment that
the only way you are going to get that is by reorganization plan.

Mr. GUARINI. The question is, what is so important, or magic, to
have everything in place by January? Of course, it would be prefer-
able if we had it in place, but I don't see where we would particu-
larly lose anything, and this other way you would have the com-
plete cooperation of Congress.

Mr. McINTrmR. There is a major problem, and let me ask Mr.
Carswell, of the Treasury Department, to address a major problem
that will confront us if we don't have a plan.

STATEMENT OF ROBERT CARSWELL, DEPUTY SECRET'ARY,
DEPARTMENT OF THE TREASURY

Mr. CARswzL. As you know, this committee has been vigorous in
its pursuit of more effective administration in the antidumping and
countervailing duty laws, and it strongly supported, and there was
put into MTN legislation enacted by Congress a much more com-
petitive antidumping and countervailing duty law schedule, and
this committee has also suggested that the administration was
understaffed in this area. The Treasury Department in particular,
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and in response to all of that, we have gone to the appropriations
committees and we are requesting additional personnel; and we are
going to organize the way that is to be done. Now, that involves
hiring-assuming the appropriations committee does provide the
money-that involves hiring at least 130 people by the end of this
year, because this all has to be in place by the first of the year
when the statute that Congress has enacted becomes effective.

Mr. GUARINI. You could not do that under existing structure?
Mr. CARswELL. Hiring 130 people when you don't know whom

they are going to work for is difficult. We have to get high-grade
personnel here. This committee has emphasized the kind of people
we need here are people of professional quality. We have no diffi-
culty with that, but when you are trying to hire professional people
and you can't tell them whom they are going to work for and
under whose supervision they are going to be, it is not very easy.
That is the process we are in now. The sooner this gets settled, the
better.

The reorganization plan will make it clear that it will get settled
in time for the people that we have to hire to know whom they are
going to work for and what policy considerations they are going to
have to deal with, and so on. That is a very real problem if we are
to hit the ground running 3 months from now. That is all we have
left; and if this sits around and nobody really knows, and a fight
starts, frankly, I don't think our hiring problems are going to be
met.

Mr. GUARINI. The only thing I am trying to get to in my mind is
whether or not you feel that there could be some additional input
in Congress, Congess could give you that permit, or end up with a
better type of a department, rather than to have just the Executive
Department do it by itself. The answer may well be that the
executive department is more equipped and they know their prob-
lems and they know how they can set up a smoother piece of
machinery; is that your opinion.

Mr. McINrYRa.I would like to respond to that. First of all, there
can always be more input and more discussion from the Congress,
but the implication of your question is that there has not been
enough.

Let me say we have been working on this proposal for a long
time. We have been working on this particular proposal almost a
year. We have been working on trade reorganization considerations
for more than a year. During that period of time we have consulted
consistently on the bill with Members of Congress and their staffs
and the committee staffs.

We have worked through most of July and August, intensely, in
a consulting process with the Congress on this proposal. Even after
a reorganization plan is introduced-by the way, Congress has to
act on a reorganization plan; it is not something the President just
does automatically.

Mr. GuARmlu. He just acts up and down.
Mr. McINlntE. That is an important act, up and down. Congress

has to act, but even after a plan is introduced, there is a 30-day
period, 30 legislative days, in which the President can amend the
reorganization plan and make changes in it to accommodate any
problems that might occur.
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So, nobody is trying o cut off any needed and legitimate consul-
tation process with the Congress. We have probably done more
consulting with Congress in this reorganization process than any
other in the history of this country.

Mr. VANIK. I yield to Mr. Martin for a brief question.
Does anyone here have a question of Mr. McIntyre?
Mr. Shannon?
Mr. MARTIN. Mr. ShPnnon has questions?
Mr. SHANNON. I have a bri.f question for Mr. McIntyre. The

question I have is this, Mr. McIntyre:
In my district, and in my State, we have a large number of

small, high technology businesses that are -,ery largely dependent
on export markets for their business, despite their size. I am con-
cerned with helping some of these people do one-step shopping for
trade help. I wonder-under the new reorganization plan, will
some of the problems of fragmentation in export licensing, and
some of the other problems that have existed be taken care of. Will
there be one person that these people can go to to help them with
trade questions, helping get export licenses and that sort of thing?

Mr. McINTYRE. Let me refer that question to Under Secretary
Hodges. In my judgment, the consolidation of the export functions
in the Department of Trade and Commerce and the network of
domestic field offices that the Department already has combined
with the commercial representation in foreign countries will pro-
vide the needed linkage from the domestic markets to foreign
markets, will help a great deal. But let me ask Secretary Hodges to
expand on that.

Mr. SHANNON. Just to make my question clearer, other than
coming to me, whom should they go to?

Mr. HoDGxEs. To me.
Mr. SHANNON. Give me your private telephone number before

you go.
Mr. HoDGEs. Further, I feel the question you raise addresses

what we are doing. We facilitate the needed exports for this coun-
try. We are export promotion/export development department. In
the future we will have one export-oriented official responsible for
the domestic office in your district, and in each around the coun-
try; we will enhance our staff in Washington and in foreign com-
mercial service. As a result there will be one-stop assistance vis-a-
vis outreach effort and promotion efforts.

Licensing is under the same department. There will be a differ-
ent person managing our licensing program because it involves
different procedures. Still, our goal is to facilitate licensing and to
be certain that it is expedited. I think we are making marked
progress in improving our licensing activities.

Mr. SHANNON. Mr. Chairman, do you want me to continue?
Mr. VANxl. Finish up your time.
Mr. SHANNON. Perhaps Mr. Rivers, or anybody else, if I could

give you one case, one story, about an incident that took place in
my district: If you could tell me how reorganization in this kind of
case would be handled-

There is high-technology company in Massachusetts called Data
General Corp., which had some pr.blems a couple of years ago in
marketing its products in Brazil, and it has since run into similar



53

problems in Spain. The reason it had problems is because imports
were restricted in those countries by licensing laws.

Data General went to STR a couple of years ago, I think in 1977,
and brought it to the attention of Ambassador Strauss, and they
were told that the matter would be taken up in a bilateral negotia-
tion with Brazil. Nothing has happened since that conversation in
1977.

I am wondering what the correct procedure with that type of
case would be with the reorganization plan, and who would be
handling that, and what sorts of steps would be taken?

Mr. RImRs. Mr. Hodges has indicated the general export func-
tion will be lodged in the Commerce Department, and Mr. Hodges
will, in the interim, have that responsibility. However, the case you
described is not simply a question of finding markets and facilitiat-
ing exports; it is a case where someone has obviously undertaken
to export and run up against a nontariff barrier in a foreign
market.

Now, I am not familiar with the details, but in the course of the
multilateral trade negotiations there was an exercise known as
nontariff measures not dealt with multilaterally; that is instead of
nontariff barriers being dealt with in the context of a multilateral
code, in which 20 or 30 countries might be participating, it wva. a
bilateral exercise in which countries made request and offers of one
another. What you were told, what your constituent was told, was
that we would pursue the matter and make a request of Brazil.

Not being familiar with the details, I can't tell you what hap-
pened. Apparently we made a request and the Brazilians declined
to negotiate.

Since the conclusion of the MTN, however, there have been two
developments: One, there is a licensing code which imposes on
signatories certain obligations in the use of licensing as an impedi-
ment to trade. So if your constituent continues to have that kind of
problem with Brazil, then he has as his option the bringing of a
section 301 complaint against the Brazilians, and that would be
within STR.

There would still be, probably inevitably, as in dealing with a
bureaucracy like the Federal Government, there could be a little
bit of confusion; more than a little in some instances. But in
dealing with an unfair trade practice, where somebody has encoun-
tered nontariff barriers in a foreign country, STR would be princi-
pally in charge of it.

Mr. SHANNON. Under the reorganization, would it be correct, the
correct procedure would be, for my constituent to go directly to
STR, to Comm.arce or Commerce goes to STR, or I don't see that
this meets the problem of fragmentation of trade policy?

Mr. RIvuRs. Your constituent would probably want to go to both.
He would probably want to see Mr. Hodges and discuss the prob-
lem with Mr. Hodges, and his staff, being aware of the nature of
the problem, immediately releasing it if it was a kind of problem
that section 301 was designed to deal with. So, I think, in that case
it would be a joint Commerce/STR exercise.

Mr. HoDGa. To facilitate your constituent's efforts in dealing
with the bureaucracy, which I think we are improving, we plan to
establish a Trade Complaint Center. It would be located under the
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Assistant Secretary of Trade Policy and Programs. It is a one-stop
shop for any kind of concerns and frustrations, external and inter-
nal. Advice would be given, and assistance, as to whom your con-
stituent should see. I will give your that phone number too.

Mr. SHANNON. Let me ask you about a slightly different aspect of
this problem. There are a lot of problems that develop where so-
called national security considerations come in. Another business
in my district was negotiating a contract with the People's.Repub-
lic of China to sell high technology equipment. I think it was a $4
million contract, and it was determined by the Department of
Defense, I believe, that the memory capacity of this machine was
large enough so that there were some national security implica-
tions involved.

As a result, this contract has been tied up within the bureaucra-
cy. I don't know whether the State Department or STR-I don't
know who it is-even though the French industrialists have gone
to China and agreed, without any of the bureaucratic entailments.

How can we expect our high technology industries in particular
to compete with foreign manufacturers if we are going to impose
this burden on them, and other countries are not going to impose
the same burden on their industries. How will the reorganization
coordinate the efforts of the Defense Department and the State
Department to protect the national security interest?

Mr. HoDGis. You raise a very important issue. The Department
of Commerce, under the Assistant Secretary of Trade Administra-
tion, would have export regulations and would issue export li-
censes.

We are upgrading that effort within the trade structure and
giving it the power that facilities licensing and more generally our
export interest.

You raise the question about the Department of Defense, for
example. Without knowing the specifics, I would point out that
other departments may be involved too.

Mr. SHANNON. The problem with high-technology industries is
that too often by the time the problem is addressed the technology
is obsolete; and so by the time the Defense Department and the
various layers of bureaucracy approve the export of the piece of
equipment, it is no longer really marketable.

Mr. HoDGEs. That is not a bureaucratic problem, that is a policy
decision by the Department of Defense.

Mr. SHANNON. How does this trade reorganization address this?
Mr. WLLmoaRD. There are two ways. You are creating through

this reorganization a strong trade policy advocate--the strength-
ened U.S. Trade Representative. You are giving a strong export
promotion role and other role to the Secretary of Commerce. Both
of those Cabinet-level appointees wor king through the Trade Policy
Committee, are going to be in a position to raise these issues in
interagency format, to raise them with the President when neces-
sary, and to cut through some of the administrative layer that
occasionally burden important and legitimate national security im-
pacts on trade.

Mr. SHANNON. Other than the Trade Policy Committee there is
no specific line authority that will be established in the special
,rXde representative to overrule the Defense Department?
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Mr. WLLFORD. No. That would require a change in statutes even
if it were advisable.

Mr. MARTIN. I would like to welcome my two friends and con-
stituents. I welcome you and your colleagues here. It is impressive
that you are all here speaking with one voice about the proposed
reorganization of trade responsibilities and functions. I want to say
to my colleagues that-particularly with regard to Secretary
Hodges-we expect the same zeal and tenacity and effectiveness
from him in his role in pursuing the kinds of problems Mr. Shan-
non has raised as he put forth in his former professional way
where he was so successful in Charlotte, N.C.

In the various proposals that have been made there is no atten-
tion given to legislation. Generally you are sharing with us and
describing what your proposals are with regard to reorganization
within the present authorities of the administration. Others, as I
understand it, have raised questions about legislative accompani-
ment. At this point I heard Mr. McIntyre describe that this would
be legislative responsibility, deciding whether to object to it or not.
That is one issue. But, as I heard the discussion here, I think it is
clear to say there is not going to be any partisan opposition to
what you are proposing.

In fact it will probably be bipartisan endorsement of the concepts
which you are raising, increasing the effectiveness of our trade and
export enhancement capabilities. Do you anticipate a need for leg-
islative backup too? I ask both Secretary Hodges and Mr. Wellford.

Mr. WzLLrORD. I think Mr. McIntyre answered that question.
Given the extremely heavy schedule, particularly in the Senate, if
we want to get something through in time to have a strong Federal
trade organization in place when MTN becomes effective in Janu-
ary of next year, I think we have no choice but to proceed by
reorganization plan. We might be lucky. The legislative process
might move more swiftly than ordinarily and no obstacle develop,
but at this point there is no way we can be sure about that. With a
plan, we know that within a set period of time a decision up or
down will be made by Congress and we will have something in
hand in time for next year.

Mr. MARTIN. On that point I think you are wise on that. You
don't have to blame it on the Senate. I think the fragmentation
which exists within the congressional committees generally is an-
other reason for the same strategy you are espousing. You could
get off into side issues of jurisdiction. Those will come in time
anyway.

if you raise those now through legislation it would probably
further bog down the enactment of what you want to do.

Mr. HoDazs. I agree with you completely.
Mr. MARTN. One of the virtues of this proposal which has been

touched on in questions by Mr. Shannon is the separation of com-
mercial enterprises, export enhancement from foreign policy ques-
tions, which are questions of the State Department. I would suggest
to you that there may also be a concomitant loss of effectiveness
though if the personnel who will be representing us overseas will
not have the same status as those in the State Department who
carried those functions before. Would you elaborate as to how we
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overcome that? How we beef up that status and effectiveness of our
representatives in offices overseas?

Mr. HowDCs. We have made plans for the Foreign Commerce
Service. We do not foresee a problem of status, however. We are
working closely with the State Department in developing our
plans. Our intention is to move Commerce attach6s into the De-
partment of Trade and Commerce. Within the Foreign Commerce
ervice they will be more closely allied with our domestic field

offices. Consequently, there can be interchange of assignments in
the future for the development of personnel. There will also be
interchanges with our Washington office. It is a question of coordi-
nation and career development. It is clearly not one of status in
any way.

We do have a lot of personnel policies to work out, and, as we
mentioned earlier, there are portions of that which will require
followup legislation, for example, transferring pension benefits and
so forth. We want to do everything we can to protect those individ-
uals and insure their same status.

Mr. MARTIN. You see a need to enhance those positions?
Mr. HODGES. We see a need to focus more on the efforts of the

Commerce attache towards working more explicitly with U.S. busi-
ness and selling if you will. We see the role of the commercial
officers as promoting U.S. products and U.S. industry, of looking
out for No. 1.

Mr. MARTIN. I commend you for that. I yield back my time, Mr.
Chairman.

Mr. VANIK. Mr. Lederer.
Mr. LzDERER. No questions.
Mr. SCHULZE. I have no questions.
Mr. MooRE. Mr. Smith, I was on the Agriculture Committee

during the passage of the Agricultural Trade Act of 1978. One
provision of that act required an upgrading of the agricultural
counselor, or whatever it was called, to promote agricultural ex-
ports. Looking back on that act, we left it up to Secretary of
Agriculture and the Secretary of State, as to what the full range of
duties and the title of that official was to be. What was ultimately
decided?

Mr. SMITH. Under the legislation, it provided authority for the
agricultural attaches to have the rank of consul where previously
they could only have the rank of attach6. We have been working
closely with the State Department on this and if I remember the
numbers correctly we have 10 that have been designated as consul-
are in our major posts overseas and plans are to have another 10
very shortly this year, so it is moving along well.

Mr. MooRE. We are upgrading those officials?
Mr. SMrm. Yes, sir.
Mr. Mooiw. They answer to the Secretary of Agriculture now in

terms of exporting agricultural products?
Mr. SMrr. The system we operate under, our employees are all

GS employees working in the Department and report to the Secre-
tary but when they are overseas, legislation was provided which
gives them the full diplomatic title and status in the Embassies.

Of course they have to wear a dual hat when they are overseas
reporting to the Ambassador as the President's representative.
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Mr. MOORE. I had suggested when we had a meeting last month
with the members of the administration, that something be done
with the commercial representatives, and I see in section 302 of the
proposed reorganization plan that we are transferring these per-
sonnel from the Secretary of State to the Department of Commerce
and Trade. Now, I want to be sure these commercial representa-
tives are not downgraded but in fact hold the same rank that they
hold now which I understand is counselor and attache. I would like
a commitment or a statement from the representatives of the
administration that when these people are transferred they will
not be downgraded; quite the contrary they possibly will be up-
graded. What are the plans? The details are not spelled out.

Mr. HODGEs. I think we are of one mind at Commerce. There
should be no downgrading whatsoever, and I don't see a problem of
the sort thai you describe.

Mr. MOORE. What do you anticipate their rank will be when they
are under the new department?

Mr. HODGEs. They will enjoy their current rank and titles. Diplo-
matic privileges and immunities will go with them also, and that is
not at issue. We have yet to work out a number of details on the
personnel side as Mr. McIntyre indicated earlier but there is no
point of-

Mr. WzLLoaRD. The status will be the same. We will work out
the exact title. Under Secretary Read and I will be working closely
together on that.

Mr. MOORE. I am pleased with that. I think this is a very worth-
while section in the reorganization plan, and I personally feel that
the MTN if it means anything means that world trade is going to
become far more competitive. I think this whole reorganizatoin
plan is a tremendous step in the right direction toward making us
more competitive and I certainly want to see these representatives
transferred, as you indicated, but not downgraded. At least give
them the same rank as we intended when the Congress passed the
Agricultural Trade Act of 1978.

Thank you, Mr. Chairman.
Mr. VANIK. Mr. Lederer.
Mr. LEDERER. No questions.
Mr. VANIK. Mr. Gibbons.
Mr. GIBBONs. What is the size of the STR office now and what

will the size be after the reorganization?
Mr. RIVERs. The present complement of the office is 59 positions,

that is the ceiling beginning October 1. We are watching very
closely the evolution of t the thinkin in the Congress with respect
to what functions ought to be transerred. It is difficult to give you
a precise number at this point as to what resources we will need in
the future to carry out this function.

As I indicated in my statement, we intend to remain a relatively
small and lean agency; however, there are functions being trans-
ferred to us for which we simply do not have the resources to
adequately carry out under our present ceiling. We have made
some rough estimates. We took a look at the number of people who
were involved in the multilateral trade negotiations at peak; that
is, the number of various people in various agencies that we were
drawing on full time and we have come up with an estimate that
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we believe the functions could be carried out somewhere in the
neighborhood of--I am advised I better not give a number. We
really need more resources.

Mr. GIBBONs. I am the last one to suggest the growth of the
bureaucracy but I think the President has learned a cruel lesson.
Most Presidents I have known have never told the full truth about
the size of the White House staff. The present President got elected
with a view that most of his predecessors had told the truth about
the size of their staffs. They borrowed a lot of people and I think
the Carter administration takes a little longer to do things because
it tried to do them with too few people.

Now I hope that the STR office will profit by that. If the STR
office is going to coordinate policy and exercise these vast functions
that it has, it is going to need the troops to do it and it is going to
need troops with enough clout to do it, too. They can't come into
meeting and come into the discussion always being understaffed. I
know there is a certain pecking order that most people in the
bureaucracy follow-what the pay is, what the title is-and you
are going to have to give the pay and the title to those people or
they are not going to get the job done. The STR can't do it by
himself.

I would like some suggestions as to where the agencies can be
cut and I can give you plenty of those to make up for increasing
the STR staff, but i hope that when we get through with this that
most of our American business people who have a real product or
service to sell will look upon the world as their market, not just
their State of their country or North America-look upon the
world, I think that should be our aim and objective for the remain-
der of this century.

I don't mean subsidizing exports but it has been my observation
visiting the very fine State Department people who work with
these problems that they cannot possibly handle the problems of
U.S. business trying to export in the big Embassies. There is just
too much work to do and not enough resources there and I hope
that we will recognize that as a serious problem in America's trade
policy. If you have any comments on that, I would like to hear
them. What about it?

Mr. WzELLORD. The kind of need you are talking about is a U.S.
Trade Representative in the Excutive Office because of the clout
that the Executive Office gives. We are also aware that we are
giving additional responsibilities to the Trade Representative and
that some increase in resources is going to occur as a result;
exactly how much that will be is being discussed through the
normal budget process and with Governor Askew and his staff. We
don't have a figure yet but clearly there is going to have to be some
enhancement of resources.

Mr. VANIK. Mr. Jones.
Mr. JONzs. The only thing I say, Mr. Chairman, with regard to

the commercial attaches and commercial counselors is that those of
us who are interested in putting this reorganization plan through
by legislation felt very strongly after having visited a number of
countries, particularly Japan, that we have very few people, if any,
in the commercial attache area who could sell anything and one of
the main important things we need to do is to promote, sell, U.S.



59

products, give the same emphasis that Great Britain, Germany,
Japan do. If there are people who do not want to transfer and
become good, strong, aggressive salesmen we hope they will be left
in the State Department to do diplomatic work and we will be able
to recruit some aggressive salesmen for the commercial corps. Is
that going to be provided for in the reorganization plan?

Mr. WELLrORD. It is certainly our intention that the foreign
commercial service have aggressive salesmanship as a selection
criterion.

Mr. HoDuEs. That is the fundamental point, that we get involved
in selling "Made in America", and part of the reorganization is
designed to facilitate that.

Mr. JONES. I think you will find this committee is virtually
unanimous on that. Thank you very much.

Mr. GIBBONs. I have some questions now about Geneva. How will
this function be carried out in Geneva? Will the Deputy STR
become the U.S. representative to GAMI? I would like to hear from
all of you on this because I want to know whether the STR is going
to handle the functions of GATI and, two, whether the Deputy
STR will become the U.S. representative.

Mr. RniRs. Mr. Gibbons, I hate to speak for Governor Askew, he
is the ultimate man to decide this, but it is my impression that we
are contemplating a Deputy Special Trade Representative in
Geneva who would be the chief representative of the United States
at GATT and he would have a small staff. The reason for that is
we believe if the work of the last 5 years is really to bear the fruit
that we hope it will it is going to be dependent upon our revitaliz-
ing the GAIT and that we should have a very hign level and
aggressive representative in Geneva in order to achieve that end.
There are, however, some questions remaining.

Mr. GIBBoNs. Let me ask the OMB.
Mr. WzLLuRD. We expect that the STR will be responsible for

U.S. participation in GATT. I should point out that the U.S. offi-
cials in Geneva are going to be part of the Geneva Mission and
they are going to perform their duties obviously in coordination
with the overall goals of U.S. interests in Geneva and its UN
activities there. We are not going to be operating apart fr om all
that.

Mr. GIBBONs. As far as GATT is concerned, I am not worried
about all the rest of the U.S. functions in Geneva. I am worried
about GATT. Is the STR office in Geneva going to be running the
GATT operation?

Mr. WZLIORD. Yes.
Mr. VANIK. I have some questions I would like to read into the

record and request that they be responded to in writing.
Assuming the STR becomes responsible for U.S. representation

to the GATT, how will this function be carried out in Geneva?
(a) Will a Deputy STR become U.S. representative to the GATT?

Would this person be stationed in Geneva, or shouldn't this person
be responsible for interagency trade agreements policy coordina-
tion in Washington, traveling to Geneva periodically for important
meetings with a small permanent staff stationed there?

(b) What will be the relationship between STR Geneva and the
U.S. Mission in terms of reporting, office space, administration?
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(c) Will the STR rather than the State Department budget in-
clude the funds for all Geneva representation to the GATT, includ-
ing travel, staff, and representation allowances?

Will STR responsibility for GATT representation include only
functions under Council auspices and the MTN agreement commit-
tees and also for the Textile Surveillance Board and the GATT
Antidumping Committee?

If STR becomes responsible for negotiation of commodity agree-
ments, would this include STR as chief U.S. representative to the
UNCTAD on commodity issues? Should the STR representative to
the GATT also be U.S. representative to the UNCTAD?

I think I can have these questions all prepared and submitted for
the record, and I have some additional questions. I will place these
questions in the record, and you can have them before you leave
today.

I have a series of about seven questions or eight questions for the
Commerce Department, which I hesitate reading at this time, and
one question of the State Department, and seven questions to the
Treasury Department. So before you leave today, I would hope that
you would pick up the questions that are prepared, and then pre-
pare your responses so they carn be inserted in the record at this
point.

Mr. WELLFORD. We will do that.
[The questions and answers follow:]

QUESTIONS SUBMITMED BY MR. VANIK

Question. Specifically, which functions of the State Department would be trans-
ferred to STR and Commerce? What do you envisage as State's role and specific
functions in trade under the OMB proposal, particularly in East/West trade and
commodity agreements?

Answer. Under the Administration proposal, all 162 full-time commercial officer
positions would be transferred to Commerce. The East-West Foreign Trade Board
would be abolished and its functions transferred to the TPC and (in the case of
reports to the Congress) to the President.

In addition, lead responsibility for commodity trade negotiations would be trans-
ferred to STR. Lead responsibility for negotiating bilateral trade agreements with
Communist countries, which has been handled by State in the past, would be
assigned specifically to STR. Because of the heavy foreign policy content in commod-
ity and East/West issues, we expect State to continue playing a major role in the
formulation of U.S. policies in these areas. In some instances, we expect State to be
assigned the responsibility to conduct negotiations. Representation of the U.S. con-
cerning GATT would be transferred to STR as well.

In addition, State would continue to advise the President on the fulfillment of
emigration and other political requirements of the Trade Act of 1974.

Question. Why is trade now apparently going to be the principal activity of the
Commerce Department?

Answer. In today's world of economic interdependency, our Nation's economic
performance is greatly influenced by the international competitiveness of its home
industry. As a consequence, it no longer suffices to measure economic progress
against purely domestic standards; rather the progress must be measured against
world standards. What this means is that the fundamental focus of economic devel-
opment on particular has changed.

Thus, even though economic and industrial development in general will continue
to constitute the Department of Commerce's overall goal, with its trade responsibil-
ities the Department will assume the building of the international competitivenero
of the Urnited States as its principal mission. There are two sides to this task: (1)
Promoting the development of industries, technologies, and economic infrastruc-
tures that can serve as the springboerd for exports and (2) fostering the structural
adjustment of our industrial system, and its technical and infrastructure base, to
accommodate changing international competition. Throughout, concern for trade
(including services) will be the unifying focus of the Department, for the Nation's
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accomplishments in trade will be the barometer of our ability to build an economy
consistent with the economic realities of the 1980s.

Question. Should the Commerce Department concentrate its resources and atten-
tion on business and trade activities exclusively and noncommercial functions such
as NOAA and the U.S. Fire Administration be transferred?

Answer. The Department manages four closely associated sets of activities, those
related to trade, economic development, industry, and technology. Each contributes
to the same overall objective: the promotion of the Nation s economic growth,
particularly industrial vitality. Each plays a role in determining how the country
performs on the trade front. In other words, all the Department's activities directly
or indirectly affect the private business sector.

At one time the Administration contemplated transferring NOAA, but decided
against it after consultation with the Congress. The Fire Administration has been
transferred to the new Federal Emergency Management Agency as a result of
Reorganization Plan No. 3 of 1978.

Question. Specifically, how will the trade reorganization in Commerce you have
outlined relate to other activities of the Commerce Department, particularly dealing
with domestic industry?

Answer. Accompanying trade reorganization will be the upgrading and expansion
of the Department's industry analysis capabilities, evidenced most notably by the
establishment of a new Bureau of Industrial Analysis (BIA) and paralleled by the
addition of industrial policy analysis and program management resources in the
Office of the Assistant Secretary for International Economic Policy, the Assistant
Secretary for Science and Technology, and the Assistant Secretary for Policy. BIA
will provide for highly professional, prompt, and objective analysis of trade issues
affecting specific sectors of the domestic economy. The offices of the Assistant
Secretaries mentioned above, equipped with their new industry capabilities, will be
in a position t& integrate trade policy, technology policy, and general economic
policy with the policies and programs that bear on domestic industry. Recognizing
that trade problems often are sectoral problems, what, in effect, the Department
plans to do is to lodge attention to the trade-domestic industry linkages in the
Department's units responsible for dealing with these linkages.

It should also be pointed out that the Department already has established a
number of mechanisms and programs that link trade with domestic industry: for
example: (1) An intradepartmental committee (composed of officials from the De-
partment's trade, technology, and economic development components) to address the
problems of structural adjustment of industry; and (2) the Department's footwear,
steel, and apparel industry programs.

Question. How would Commerce be reorganized overall to carry out its present
and new trade responsibilities under the OMB proposal?

Answer. The Commerce reorganization proposal is attached.

DEPARTMENT OF COMMERCM PROPOSED TRADE REORGANIZATION PLAN

8SCRETARY OF COMIMERCE

Trade, as it involves both international and domestic issues, will become the
central mission of the Department and the principal responsibility of the Secretary
of Commere. The main goal of Commerce will be to foster international competitive-
ness of U.S. industry.

The Secretary will be ultimately responsible for the following areas of trade
activity: export expansion, including both overseas and domestic commercial serv-
ices; export administration, particularly the export control system; and import
regulation programs of antidumplng and countervailing duties.

The Department will have a key role in trade policy development and will provide
much of the staff and operational base for negotiation and program responsibilities
of the United States Trade Representative (USTR).

The Secretary will serve as an ex-officio member of the Board of the Export-
Import Bank.

t chief operational officer of Commerce, the Secretary will assure that other
elements of the Department whose activities relate to international trade shall
appropriately support and coordi mate with the Under Secretary for International
Trade. Included among theme activities are industry sector analysis, business devel-
opment loans, census trade statistics, trade adjustment assistance for businesses and
communities, minority business development, industrial productivity analysis, mari-
time, industrial innovation, cooperative technology, product and mdustrial stand-
ards, and secretarial field representation.

54-396 0 - 60 - 5
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UNDER SECRETARY FOR INTERNATIONAL TRADE

The Under Secretary for International Trade will be responsible for overall devel-
opment and management of the trade functions in the Department. In the Secre-
taly's absence, the Under Secretary will represent the Department on the Trade
Policy Committee and as ex officio member of the Board of Export-Import Bank of
the United States. The Under Secretary will meet with foreign visitors both in the
United States and abroad to discuss a broad range of trade matters.

The Under Secretary also will coordinate trade regulation, trade policy and
programs and trade development to ensure consistency between Administration
policy and trade operations. To accomplish this, the Under Secretary will oversee
coordination between and among the following areas:

Investigation/determination functions and the import policy recommendation
function;

Sectoral analysis capability and trade policy and regulatory functions;
Foreign Commercial Service and trade policy and regulation; and
Industrial innovation and trade development.
The Deputy Under Secretary will serve as the principal deputy for the Under

Secretary for Trade. In the Under Secretary's absence, the incumbent is to act in
place of the Under Secretary in all matters pertaining to trade. The Deputy Under
Secretary will have no direct operational or program responsibilities.

In addition, the Under Secretary will be responsible for: Oversight of day to day
operations to ensure that these activities are conducted efficiently and smoothly;
and administrative functions (e.g. agency level personnel, budget, administrative
services, and others).

ASSISTANT SECRETARY FOR TRADE DEVELOPMENT

The Assistant Secretary for Trade Development will be responsible for carrying
out the policies and programs of the Department to promote world trade and to
strengthen the international trade and investment position of the United States.

In carrying out these functions, the Assistant Secretary will be responsible for
conducting the Department's programs for participation in international trade fairs,
trade missions, and other overseas trade promotions; programs conducted within the
United States to expand the export-consciousness of American firme and to facili-
tate entry into international trade; and efforts to provide assistance t American
exporters through the facilities of the U.S. Commercial Service and the Foreign
Commercial Service. With respect to East-West trade, the Assistant Secretary will
be responsible for conducting the Department's program for expanding trade and
investment in Communist countries, and for the formulation and analysis of policies
with respect. to U.S. commercial policy in those countries.

The Assistant Secretary will be the person responsible for managing and closely
coordinating the related trade expansion responsibilities of the Foreign Commercial
Service, the Domestic Commercial Service, and the East-West Trade and Export
Development units in Washington. This organizational structure will allow, for the
first time, management by one person of export expansion activities of the Foreign
Commercial Officer in, say, Kuwait, the Domestic Commercial Officer in Indianapo-
lis, and the relevant trade specialist in Washington. It will not only assure unified
management of these functions, but will also allow rotation of personnel among the
three areas so that coordinated services will be available from point of manufacture
to point of sale.

The Assistant Secretary will advise the Secretary and Under Secretary for Inter-
national Trade of policies and programs relating to these functions. The Assistant
Secretary will represent the Department on the Board of the Foreign Service and in
other matters relating to the commercial responsibilities of the Departments of
State and Commerce. The Assistant Secretary will be the National Export Expan-
sion Coordinator.

The specific programs and activities for which the Assistant Secretary will be
responsible are detailed on the following pages.

FOREIGN COMMERCIAL SERVICS

The Foreign Commercial Service will be responsible for assisting American busi-
ness abroad through counselling, marketing data, project development assistance
and liaison with foreign government agencies. The Service will provide direct sup
port to Commerce overseas promotional activities such as trade missions, trade
fairs, and procurement conferences. It will be responsible for the development of
marketing and commercial intelligence through the Worldwide Information and
Trade System (WITS) for dissemination to the American Business Community.
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The members of the Service will serve as part of the U.S. Embassy staffs and will
report directly to the Ambassador or Chief of Mission in each country. The Foreign
Commercial Service will provide personalized assistance to American business per-
sons abroad by providing support to Export Development Offices, trade missions,
fairs, catalog shows and other activities. The Service will develop trade leads,
identify potential agents/representatives and develop other commercial intel' ence
for transmittal to the East-West Trade and Export Development units in Washing-
ton and the U.S. Commercial Service. It aiso will develop information and report to
Commerce on foreign commercial and industrial trends. The commercial intelli-
gence data obtained by the Service will be disseminated in part through the WITS.
The Service will provide support to Commerce units in import and export adminis
tration and, working with Embassy economic officers, will monitor the multilatelal
trade agreements. It will assist U.S. business persons in resolving trade complaints
against foreign firms and governments.

U.S. COMMERCIAL SERVICE

The U.S. Commercial Service will represent Commerce with the business commu-
nity in the United States. It will provide business with information, technical
assistance and counselling on export and investment matters. The Service will assist
in identifying potential U.S. exporters and participants in overseas promotional
events.

The Service will administer a system of district offices, currently 43, located in
commercial centers throughout the United States. It will offer U.S. firms counsel-
ling on overseas marketing, technical export information, guidance on the market-
ing opportunities, and advice on marketing strategies. The Service will conduct
seminars, workshops, and conferences. It will utilize Export Development and East-
West Trade information services, including the Worldwide Information and Trade
System (WITS). The Service will assist in obtaining commercial information from
U.S. firms for use in Export Development planning and evaluation. It will also
advise the business community of significant trade developments, trade policy issues
and technological developments.

The U.S. Commercial Service will publish "Commerce Business Daily."
The U.S. Commercial Service will include a staff of 353.

EXPORT DEVELOPMENT

The Export Development unit will have primary responsibility for planning the
export development programs in non-Communist countries. Its mission will be to
expand U.S. exports. It will develop promotional programs conducted by the U.S.
and Foreign Commercial Services and will provide them with analytical and techni-
cal support.

This unit will perform the program planning and evaluation activities for the
Assistant Secretary and will have responsibility for determining program priorities
for the Foreign and U.S. Commercial Services. It will support overseas promotional
activities through management of Export Development Offices, development of over-
seas trade missions, sponsorship of special missions, and other tade and investment
activities. This unit, particularly its staff of country commercial experts, will be
responsibile for providing counseling services to U.S. business on foreign markets,
for market research, and for technical support to other units of Commerce.

This unit will support staff for Commerce information programs, including the
Worldwide Information and Trade System (WITS). Such information will be dissemi-
nated through the Foreign and U.S. Commercial Services for use by the U.S.
business community. This unit will also conduct a nationwide campaign on export
awareness through specialized counseling, seminars, publications, joint industry /
government activities, and assistance in competing for major overseas projects. The
Foreign Commercial Service will stage promotional events and the U.S. Commercial
Service will assist in identifying participants.

Additionally, this unit will coordinate the program activities of the President's
Export council which provide advice from the private sector to the Secretary and
the President on issues relating to export expansion activities.

The Export Development unit will have a staff of 450.

IAT-WIST TRADE

The East-West Trade unit will help American firms conduct business in commu-
nist countries; will develop and explain East-West trade policy; will strengthen
governmental mechanisms for expanding trade; and will expand understanding of
issues and opportunities in East-West trade.
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This unit will conduct the day-to-day bilateral commercial contracts with the
embassies and other communist government entities in the U.S. It will provide
support for the Cabinet-level joint economic commissions, will seek resolution of
commercial problems, and will assist in the development of commercial policy
toward individual communist countries. It will collect, analyze, and disseminate
information about economic conditions, trade-related laws and regulations and
market opportunities, and will advise U.S. firms on country oriented trading prob-
lems. It will also maintain day-to-day liaison with the major private U.S. bilateral
councils on eight individual communist countries.

This unit will offer practical services to help U.S. firms promote and market
products in communist countries. It will conduct briefings on "how to do business,"
will arrange contacts between U.S. business and foreign trade organization officials,
will disseminate information on business opportunities in communist countries, and
will assist U.S. firms in transaction problems involving Federal agencies. In addi-
tion, this unit will plan, recruit for, and manage trade promotion events such as
fairs, technical sales seminars, and catalog shows in communist countries.

Lastly, this unit will formulate, analyze and make recommendations about legisla-
tive and broad policy issues arising in East-West trade. It will study trade potential,
balance-of-payment projections, econometric modeling of communist economies, and
the economic impact of East-West trade on the United States, its communist trading
partners, and other nations. It will also maintain a major statistical data base on
East-West trade and will provide analyses of trade trends.

The unit will have a staff of 92.

ASSSTANT SECRETARY FOR INTERNATIONAL ECONOMIC POUCY

The Assistant Secretary for International Economic Policy will be responsible for
developing and operating an effective trade policy implementation mechnanism
within the Department and for operating a variety of trade and investment pro-
grams to improve the U.S. trade position.

The Assistant Secretary will provide overall direction and co-ordination of inter-
national economic policy formulation, research, and analysis within the Depart-
ment, advising the Secretary and Under Secretary on such policies and programs.

The Assistant Secretary will be principally responsible for the follow-up, imple-
mentation, and monitoring of the MTN. The Assistant Secretary will be responsible
for closely coordinating with other involved offices and agencies these responsibil-
ities and the process of educating U.S. business on the rights and opportunities
resulting from the MTN.

The Assistant Secretary will support the department's activities in international
trade, economic, and investment matters-and will be an active participant in U.S
representation in GATT, OECD, UNCTAD, ILO and other multilateral deliberations
and negotiations. The Assistant Secretary will establish and supervise the imp!e-
mentation of the Department's interagency policy role in such organizations as the
NSC, USTR, and the NAC, particular responsibility for MTN implementation and
TPC support.

The Assistant Secretary's immediate office will include a country analysis staff
which will support certain joint economic consu tative mechanisms (e.g., Korea,
Yugoslavia); will operate trade facilitation efforts to resolve specific commercial
complaints (e.g., Japan); and will provide staff support to the Secretary and Under
Secretary for meetings with foreign visitors and trips abroad.

The specific programs and activities for which this Assistant Secretary will be
responsible are detailed on the following pages.

TRADE AGRMlEINT8

The Trade Agreements unit will be the primary source of trade policy develop-
ment and support within the Department. It will identify key trade policy issues
and will develop Departmental positions. A major respoursibility of this entity will
be implementation of the MTN and other trade agreements for all non-agricultural
matters.

Trade Agreements' activities will include implementation and monitoring of MTN
tariff and non-tariff agreements, as well as investigation and resolution of problems
in foreign country application of those agreements. Another function will be the
development of information and cases arising under the MTN, including the oper-
ation of the Trade Complaint Center, the central contact point to which business
will bring complaints and problems regarding MTN and other trade agreements,
and where the private sector will receive advice as to the recourse and remedies
available to them. Operation of the private sector advisory process (ISACs) under
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the expanded scope of TPC coverage-including investment, East-West trade, etc.-
in addition to trade agreements, will be administered here.

In the import relief area, Trade Agreements (1) will provide staff analyses to be
used by the TPC in reviewing and considering section 201, 301, 406 import relief
cases; (2) will monitor relief actions; and (3) will develop Departmental policy on
orderly marketing agreements.

Trade Agreements will develop a continuing program of examining post-MTN
issues for negotiation or consultation, identifying and cataloguing foreign trade
practices, such as those affecting trade in "services." It will recommend policy
objectives for Departmental officials to present in interagency and international
forums. In addition, it will develop plans for educating the U.S. business community
on general and specific trade opportunities resulting from the MTN.

Another major function will be participation in, and, as appropriate, leading
negotiations and/or renegotiations of bilateral and multilateral trade agreements,
such as the expansior. of MTN code agreements, commodity agreements, orderly
marketing agreements, international sector agreements, etc.

Other activities will include the examination of U.S. access to raw materials and
other resources located abroad and the recommendation of appropriate U.S. action
in this area.

This unit will consist of 75 persons.

FINANCE AND INVESTMENT

This unit will develop and implement policies and will examine laws, regulations,
and institutions in the financial and investment areas to determine their effect on
U.S. trade and investment flows. It will recommend changes in these to improve the
U.S. trade position, and it will monitor and analyze inward foreign investment in
the United States.

It will represent the Department in international finance and development assist-
ance affairs, especially those affecting export expansion. This includes providing
analyses and staff support for Departmental representation on the National Adviso-
ry Council (NAC) and other bodies dealing with export finance, export guarantees
and credit insurance. and bilateral and multilateral aid loans.

It will examine the effect of U.S. tax laws and practices on U.S. trade competitive-
ness (DISC, foreign tax credits, taxation of U.S. overseas personnel, etc.). It will
conduct comparative analyses of foreign tax practices, and make recommendations
for changes.

Representing the Department in matters relating to U.S. direct investment, it will
analyze investment trends and consult with business on U.S. regulations and inter-
national practices affecting investment. It will recommend actions in bilateral and
multilateral negotiations on investment. It will develop positions on multinational
corporation (MNC) issues, providing staffing for Departmental participation in MNC
code issues and investment disputes. It will advise on programs, policies and legisla-
tion affecting investment abroad and will analyze the balance of payments effects
on such investment.

It will analyze transactions of domestic and international trade financing institu-
tions from the perspective of effects on U.S. trade. It will compare U.S. practices
with foreign practices and recommend changes in U.S. practices. It will also provide
staff support for Secretarial membership on the Export-Import Bank Board.

It will develop recommendations to improve the access of U.S. service industries
to foreign markets, representing the Department at interagency and international
groups dealing with aviation, sea, and multimodal proposals.

It will operate statutory programs to monitor and analyze foreign investment in
the United States. It will identify problems and will recommend remedial action as
necessary.

The Finance and Investment unit will include 55 persons.

POLICY PLANNING AND ANALYSIS

This unit will conduct research and analysis on U.S. trade and on all factors
affecting future trade prospects, developing policy recommendations to enhance the
international trade competitiveness of the United States. It will be the principal
source within the Department for developing positions on international positive
adjustment policies and on international sectoral issues. On the basis of its own
research and analysis as well as that of the new Bureau of Industrial Analysis (BIA)
and other parts of the Government, this unit will forecast future trade trends and
will be responsible for developing longer term policy options for U.S. trade and
investment.
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In conducting policy analyses of positive adjustment issues and international
sectoral issues, it will draw on the micro-economic and industry analyses of BIA,
using these studies and data along with other information to formulate and evalu-
ate policy options and to recommend policy positions. It will develop positions to
take on international positive adjustment policies in the OFCD and other forums, it
will focus on sectoral issues related to MTN implementation and to other trade and
investment agreements and policies, and will participate in or will head U.S. delega-
tions to international meetings concerned with sectoral or positive adjustment
issues.

In supporting the development cf faster U.S. export growth and a stronger com-
petitive position, this unit will examine the effects of trade incentives and disincen-
tives of the U.S. and other governments. It will serve as the central contact point
for collecting and evaluating information on the likely effects of changes proposed
to improve the U.S. export position, developing policy options and recommendations.

It will also forecast longer-term trade develcpments, with particular emphasis on
identifying future trade problems that will face the United States. It will identify
longer-run trade and investment policy objectives, basing these on its forecasts and
its program of research into U.S. trade and the factors affecting U.S. competitive-
ness. It will evaluate the effectiveness of U.S. trade and investment policies and will
compare these with major competitor nations. It will use mathematical models to
simulate the effects of future policy alternatives, and will provide the planning
framework for trade policies and programs.

The Policy Planning and Analysis unit will also develop and maintain computer-
ized data bases and provide trade and international economic statistics to other
parts of the Government and to U.S. business.

This unit will include 70 persons.

TEXTILES AND APPAREL

The Textile and Apparel unit will be responsible for the economic well-being of
the U.S. textile and apparel industries, domestically and internationally. Its major
efforts will include negotiating bilateral textile and apparel import restraint atree-
ments; ' monitoring imports from controlled (agreement) countries and uncontrolled
countries; providing staff and technical support to the Committee for the Implemen-
tation of Textile Agreements (CITA); and, promoting the expansion of exports of
textiles and apparel.

This unit will prepare monthly performance reports which show imports com-
pared to restraint levels for each bilateral agreement country. Problems of imple-
menting the agreements will be analyzed and brought before CITA for resoulution.
This unit will make special tables and analyses used by the U.S. negotiators of
textile and apparel agreements. To accomplish this, it will gather and report basic
statistical data on imports. It will prepare monthly reports on the overall import
picture, comparing current monthly data with prior years. It will be concerned with
monitoring imports from uncontrolled countries. It will classify problems arising
under agreements and will train foreign officials in U.S. classification procedures.

In addition, this unit will provide current economic data and analyses of condi-
tions in the domestic textile and apparel markets, including the impact of imports
on these markets. It will be responsible for the textile and apparel export expansion
program and, in conjunction with the Office of the United States Trade Representa-
tive and other organizations, reduction of non-tariff barriers. Finally, it will provide
structural assistance to the industry in the form of new technology, research and
development, and management training.

The Textile and Apparel unit will have a staff of 47.

ASSISTANT SECRETARY FOR TRADE ADMINISTRA'.JN

The Assistant Secretary for Trade Administration will have overall responsibility
for the management and operation of imports and exports. The incumbent will
advise the Under Secretary and Secretary on the policies and programs relating to
tra de administration.

The Assistant Secretary will be responsible for import administration: antidump-
ing investigation and enforcement and countervailing duty investigation and en-
forcement. The Assistant Secretary will be directly assisted by an Office of Anti-
dumping and Countervailing Duty Policy of 15 people.

' This will be done as part of negotiating teams made up of State, Labor, and headed by the
Chief Textile Negotiator from the Offie of the United States Trade Representative.
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The Assistant Secretary will be responsible for export administration: export
licensing and enforcement, including national security, foreign policy, and short
supply export controls.

The Assistant Secretary will also be responsible for a number of special regula-
tory programs: antiboycott compliance, industrial mobilization, foreign trade zones,
and several other statutory import programs.

The specific programs and activities for which the Assistant Secretary will be
responsible are detailed on the following pages.

IMPORT ADMINISTRATION

The Import Administration unit will be responsible for the investigation of anti-
dumping and countervailing duty cases. Following investigation, this unit will make
a formal recommendation for disposition of the case.

In countervailing duty cases, this unit will investigate and determine whether a
subsidy is being provided with respect to the manufacturer, production or exporta-
tion of merchandise imported into the United States. As part of the same process,
the International Trade Commission (ITC) investigates and determines whether an
industry is materially injured or is threatened with material injury. If both of these
determinations are positive, a countervailing duty is imposed in the amount of the
net subsidy determined to exist.

In antidumping cases, this unit will investigate and determine whether merchan-
dise is sold or is likely to be sold in the United States at less than fair value. As in
countervailing duty cases, the ITC investigates material injury If both determina-
tions are positive, an antidumping duty is imposed, equal to the amount by which
fair foreign market value exceeds the U.S. price of the merchandise.

In addition to these two functions, this unit will also include the following import
related activities:

The foreign trade zone program evaluates and processes applications by port
communities seeking to establish limited duty free zones as part of local economic
development programs.

Special statutory import programs related to the import of quota allocation watch-
es and watch movements from U.S. territories, and the import of education, scientif-
ic, and cultural materials by nonprofit institutions pursuant to the Florence Agree-
ment.

The Import Administration unit will consist of 310 persons.

EXPORT ADMINISTRATION

The Export Administration unit will be responsible for export controls for reasons
of national security, foreign policy, and short supply. The major functions of the
program are policy planning, licensing, compliance, and short supply monitoring
and licensing.

The policy planning function includes developing and coordinating recommenda-
tions on export control policies and programs, reviewing export license applications
that present particular foreign policy on security issues, and coordinating with
other Executive Branch agencies on licenses and policies requiring interagency
review.

The licensing function includes the development of export control procedures and
regulations, tVchnical analysis and review of products, participation in interagency
review of license applications, statistical and analytical reports of export licensing
activities, arc' formal issuance of licenses.

The compliance function includes the investigation and prosecution of export
control violations.

The objective of the short supply function is to restrict the excessive export of
items in domestic short supply and to reduce the inflationary impact of foreign
demand.

In addition to export controls, this unit will include the antiboycott and industrial
mobilization programs.

The antiboycott program involves the administration and enforcement of the
foreign boycott provisions of the Export Administration Act and the monitoring of
the impact of foreign boycotts on the United States. This includes the investigation
and enforcement of compliance with the law as well as the processing of boycott
re orts-

The industrial mobilization program monitors and assures timely availability of
material and products essential to industrial performance on contracts for national
defense. This includes stockpile management of strategic and critical materi: d and
an emergency preparedness function designed to identify industrial products and
facilities which are essential to mobilization readiness, national defenre, or post-
attack survival and recovery.

The Export Administration unit will include 195 persons.
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Question. Currently the Department of Commerce develops export promotion
policies and influences the selection, training and promotion of Foreign Service
Officers assigned overseas as Commercial Attaches. With 2,000 people in Com-
merce's Industry and Trade Administration developing these programs, how can the
fundamental failure of U.S. export promotion be attributed to a handful of Foreign
Service Officers overseas?

Answer. ITA maintains a total staff of 900 people, of which 5,50 are located in
Washington, to develop and implement export development programs. An additional
staff of 350 people are located in U.S. District Offices to deliver these programs and
services to the U.S. business community. An additional 1100 people in ITA are
assigned statutory responsibilities for trade, policy, regulatory requirements and
industrial mobilization.

The Foreign Service Officers now assigned to commercial work support these
programs overseas. They provide on-site support to visiting U.S. business people,
gather commercial intelligence for reporting to U.S.-based U.S. business people, and
assist American participation in the various exhibition programs staged in their
countries.

While the Foreign Service Officets overseas have been only one factor in the
performance of U.S. export promotion, Commerce intends to give high priority to
the work of the new Foreign Commercial Service and provide it with the resources
necessary to do its job.

Question. There is nothing in the Administretion's proposal that outlines how we
are going to do a better job for the U.S. businessman. This proposal attacked the
fringes rather than the heart of the question. In fact, I've noticed a number of new
Commerce Department computer systems for exports. For example, the LARS (Li-
censing Application Review System) and WITS (Worldwide Information and Trade
System). In establishing these new and expensive systems what marginal or ineffec-
ti"ve programs have you discovered and eliminated?

Answer. The new organizational structure provides the opportunity to respond to
changing market conditions and rapidly shift overseas resources in conjunction with
domestic industry requirements.

Insofa-' as export development is concerned, the proposal is aimed at improving
the ovesees arm of export development services. Key to our export development
program are our contacts with U.S. and foreign businesses through district offices in
the United States and commercial officers overseas. We anticipate a significant
improvement in our ability to deliver services through the integration of all activi-
ties in the field, Washington, and overseas in one agency.

The new Commerce computer systems that are being developed to support exports
will complemernt the organizational changes by providing the sophisticated tools
necessary to carry out the export programs in a more efficient manner. Many
obsolete procedures that have contributed to poor program performance will be
eliminated when the WITS and LARS System are implemented.

For example, over twenty different forms that are required rnow to collect data
from U.S. companies will be consolidated into two forms for data collection in the
WITS System. In addition, the movement towards an on-line conversational system
with instantaneous communication between potential foreign buyers and U.S. com-
pan:es will permit the elimination, in some cases, of hard copy publications, which
sometimes are outdated by the time they are reviewed and published.

Question. Members of this committee have worked extremely hard to get the new
trade legislation passed. The MTN provides a unique opportunity for the next
decade. Now we must organize the U.S. Government so that the American business-
man has an opportunity to compete on fair terms overseas. A recent cable from our
Embassy in Bonn indicated that the German government plans official participation
in 19 U.S. trade shows in 1979-80. That's export promotion. I understand that the
U.S. plans to participate in 4 shows. How can you possibly expect to promote
expo-ts with that kind of performance?

Answer. The U.S. market provides foreign business with the greatest commercial
opportunities in the world. consequently, foreign business people concentrate on at
least two markets when developing their business plans: their own market and the
American market. As a result, a substantial portion of their export resources are
directed towards the United States.

The overseas promotional efforts we have planned in Germany are based on
export opportunities in Germany relative to other markets and to our total promo-
tional program budget. The 4 shows currently planned for Germany represent
almost ten percent of planned shows overseas for 1980.

The number of trade shows, however, should not be used as the sole or perhaps
even major criterion measuring or defining the adequacy of our trade promotion of
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motivation and stimulation rather than simply one of assisting in the promotion of
products overseas. Thus, our 1980 program reflects an increased emphasis on pro-
grams designed to stimulate and encourage U.S. firms to export through assistance
and information provided in the United States.

Question. What will be the functions of the commercial service in the Commerce
Department?

Answer. The Foreign Commercial Service will be responsible for assisting Ameri-
can business abroad through counseling, marketing data, project development assist-
ance and liaison with foreign government agencies. The Service will provide direct
support to Commerce overseas promotional activities such as trade missions, trade
fairs, and procurement conferences. It will be responsible for the development of
marketing and commercial intelligence through the Worldwide Information and
Trade System (WITS) for dissemination to the American business community.

The members of the Service will report to the Ambassador or Chief of Mission in
each country. The Foreign Commercial Service will provide personalized assistance
to American business persons abroad by providing support to Export Development
Offices, trade missions, fairs, catalogue shows and other activities. The Service will
develop trade leads, identify potential agents/representatives and develop other
commercial intelligence for transmittal to the East-West Trade and Export Develop-
ment units in Washington and the U.S. Commercial Service. It also will develop
information and report to Commerce on foreign commercial and industrial trends.
The Commercial intelligence data obtained by the Service will be disseminated in
part through the WITS. The Service will provide support to DOC units in import
and export administration and monitoring of multilateral trade agreements. It will
assist U.S. business persons in resolving trade complaints against foreign firms and
governments.

Question. Would Commerce acquire commercial attache representation in all for-
eign posts from the State Department or only in major countries? Will the transfer
be phased in or immediate?

Answer. It is our proposal that Commerce will acquire commercial attache repre-
sentation from the State Department in 66 major countries; this will include all 162
full-time commercial positions now in State. Officers in those countries will report
to Commerce effecti' e January 1, 1980, but they will remain in the Foreign Service
until the end of their tours of duty. At that time, each of those Foreign Service
Officers and other State personnel will be offered the opportunity to transfer
permanently to Commerce or assume a new position in the State Department.

Question. What will be the relationship between the commercial service and trade
policy responsibilities of the foreign service posts?

Answer. The Foreign Commercial Service will, in general, be responsible for
providing assistance to U.S. businesses overseas, commercial intelligence and over-
seas trade promotional activities. Trade policy functions such as representations to
foreign governments will continue to be provided by economic and political officers
of the embassies. Commercial officers will, of course, be familiar with trade policy
proble.ns that have an impact on our ability to sell goods and will work closely with
other parts of the Embassy to ensure that maximum feasible efforts are made to
reduce foreign impediments to U.S. exports.

The Ambassador, as the Presidents representative, is responsible for and has
authority ove- his mission's operations. He is assisted by a Country Team composed
of senior Embassy officials. Under the reorganization plan, the senior foreign com-
mercial officer in each country will report directly to the chief of mission and will
be a member of the Country Team.

Question. How large will the service be? How and from what source would
Commerce obtain well-qualified personnel to ensure a high caliber commercial
service with expertise in subjects covered by the MTN agreements and other foreign
commercial policies and business practices?

(a) Will the commercial attaches being transferred from the State Department
include personnel from other agencies, such as STR on a rotation basis, and quali-
fied individuals from the private sector for limited tours?

(b) Will commercial attaches be rotated between foreign posts, Washington, and
Commerce field offices for specific tours of duty?

(c) Will commercial attaches specialize in specific subject areas or in all areas for
a specific country?

Answer. The new Commercial Service in the Commerce Department is to start
with a force of approximately 162 officers overseas, plus between 481 and 494
foreign service nationals. The 162 individuals would be principally of Foreign Serv-
ice Officers now specializing in commercial work, including some career Commerce
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officers assigned for limited periods to Foreign Service positions abroad under the
State/Commerce Exchange Program.

(a) The commercial officers transferred from State will not initially include per-
sonnel from STR or other agencies. As for qualified individuals from the private
sector, this source of experience and expertise has not been sufficiently utilized, and
we will seek to increase the use that is made of private sector potential.

(b) The proposed organizational structure provides that the Washington-based
program organization, the foreign and the domestic commercial services all will
report to the same Assistant Secretary. This will help ensure that rotations of
personnel will occur among all elements of the trade development effort.

(c) Both-in larger countries, the number of personnel will make possible varying
degrees of specialization. In small countries, the one or two commercial officers
present will have to cover all areas.

Question. How will activities of and knowledge obtained by the Commercial Serv-
ice inter-relate and be coordinated with trade policy development and coordination
in the Executive Branch and industrial analysis by the Commerce Department?

Answer. It is important that a close connection exist between trade policy and
export development in order to ensure both that trade policy reflects the informa-
tion developed from working with U.S. business and that U.S. business is able to
take advantage of opportunities emerging from trade policy initiatives. The estab-
lishment of an Under Secretary for International Trade, responsible for both the
promotion and policy roles of the Commerce Department, will facilitate this process
on a day-to-day basis.

Currently within Commerce, good working relationships exist among trade policy,
export development, and industry analysis. We have, for example, formed a task
force at the working level involving both trade policy and trade development to
ensure that we take maximum advantage of the opportunities created through the
MTN.

In addition the Foreign Commercial Service Officers will (1) provide information
to the Washington staff through WITS and other intelligence-gathering activities
that will be useful in formulating trade policy, (2) be called upon to conduct
inquiries in support of sectoral studies that will provide the basis for trade policy
positions, and (3) provide guidance on trade policy objectives, etc. that will be used
in strategic policy and trade promotion planning.

Question. I would think that the countries where American business really need
their Embassy's help would be in the developing countries where the rules of the
game are never clear, always changing, where the environment is especially diffi-
cult, ani in the Eastern European contries where the role of the foreign govern-
ment is so large. As I understand the reorganization, the new commercial service
would be for the larger more developed markets where the business assistance role
of the U.S. Government is not clearly defined and the problems are protectionism
and barriers to trade.

It would seem that where the needs are greatest for special business assistance
you will use the traditional Foreign Service. In markets where the role would more
clearly be Government-to-Government negotiation and where the Ambassador or
even higher level persons have a significant role to play, you will be setting up more
narrowly defined export promotion offices. Why is this the case?

Answer. The new commercial service will give high priority to all markets in
which a high growth potential for U.S. export exists. This includes selected Eastern
European countries as well as countries where special economic conditions offer
outstanding sales possibilities. For example, we expect to step up our commercial
information, assistance, and promotional services in the oil rich Arabian Peninsula.
Here the Foreign Commercial Service's prime tasks will be to assist U.S. in coping
with unfamiliar commercial laws and customs and in competing for major contracts
with a multibillion dollar annual export potential.

Export Development Offices (EDOs) will be located physically in several major
trading partners, some of which are developing countries such as Brazil, Singapore
and Mexico. The facilities will be located here because these countries are regional
commercial centers and are therefore the best places for EDOs. For example, the
EDO in Brazil will bear major support responsibility for our trade promotion events
throughout South America.

Question. How would the Commerce Department be organized under the OMB
proposal to improve its industry fector information and analysis capability?

Answer. The Department's plans are outlined in ,he working paper "Upgraded
Sectoral Analysis Program for Commerce," a copy of w hich is attached.



72

UPGRADED SECTORAL ANALYSIS PROGRAM FOR COMMERCE

The Department will establish a major capability for industrial analysis, policy
development and selected industry assistance efforts. The cornerstone for this capa-
bility will be a new Bureau of Industrial Analysis modeled after the Bureau of
Elzomic Analysis which has a reputation for objective, highly credible macroecono-
mic analysis and reporting. Like BEA, the Bureau of Industrial Analysis (BIA) will
report to the Department's Chief Economist and have parity with BEA and the
Census Bureau. The components of the Department's new industrial program, be-
ginning with BIA, are as follows.

BUREAU OF INDUSTRIAL ANALYSIS (BIA)

The Bureau of Industrial Analysis will provide, to a variety of clients, objective
and professional sec:tor-specific and cross-sector information and analysis. Its princi-
pal role will be to serve the analytical support needs of policymakers in Commerce,
in the Executive Office of the President, and in other Departments and agencies. It
will also provide industry specific information to the Under Secretary for Interna-
tional Trade for export development targetting, short supply, import administration
and industrial mobilization requirements. It will provide the data base, on a microe-
conomic basis, which policymakers may use in considering issues and proposals
directed at or affecting particular industries.

The principal activities of BIA will include preparation of the following:
Current and projected data on industrial prices, production, inventories, etc. at

various levels of aggregation;
Information on industrial operations, industry structure, industrial processes, in-

terindustry relationships, plant capacity, etc.;
Assessments of economic conditions in various industries, including analyses of

the impact of such factors as labor conditions, trade development, productivity,
capital availability and others on industrial performance, as well as early identifica-
tion of industry problems and opportunities;

Impact analyses to be used in Federal decisionmaking on current policy and
program issues such as legislation, EPA regulations, ITC recommendations, trade
negotiating positions, energy policy proposals, etc.; ard

Sophisticated research on issues such as productivity, capital investment and
industry structure.

BIA will have a staff of approximately 190 people, primarily economists and
industry specialists. Approximately 140 positions will be filled with qualified depart-
mental staff. Approximately 50 positions will be filled through Secretarial repro-
gramming of vacant positions throughout the Department.

The head of BIA will be an individual with recognized credential and manage-
ment ability selected in consultation with the Government's top economic policy
advisors. Similarly qualified officials will be recruited to fill 5 or 6 career SES
second-level management positions within the Bureau.

ASSS1TANT SECRETARY FOR POLICY

The Office of the Assistant Secretary for Policy will provide policy analysis on
industry and cross-industry issues. The Office will be augmented by the transfer of
resources from ITA's Office of Bubiness Policy Analysis. This staff of approximately
five will be combined with other Policy positions in a new Office of Industrial Policy
Analysis. This Office will be responsible for:

Analyzing and making policy recommendations on cross-industry issues such as
taxation, antitrust, labor issues and policies affecting small business;

Making policy recommendations regarding the Government's undertaking actions
in support of endangered or emerging industries; and

Analyzing the policy and operational tools available to meet industrial develop-
ment needs, and determining what institutional mechanisms, such as tax legisla-
tion, regulatory reform, direct assistance, and others, are most appropriate.

ASSISTANT SECRETARY FOR SCIENCE AND TECHNOLO3Y

The Assistant Secretary for Science and Technology now has staff capability for
assessing industry-specific technology conditions, which are becoming an increasing-
ly important aspect of our overall economic and competitive position. To supplement
this capability, 7 positions from the former BDBD Office of Business Policy Analysis
will be transferred to the Assistant Secretary to provide needed support for compre-
hensive reviews of the technological implications of Federal environmental regula-
tions. In addition, the Assistant Secretary will establish an Industrial Development
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Projects Staff. This staff will be made up of 13 positions transferred from the Office
of Business Programs (formerly part of the abolished Bureau of Domestic Business
Development). This staff will draw upon the analytical products of the Bureau of
Industrial Analysis and the scientific/technological support available from the Na-
tional Bureau of Standards, the Patent and Trademark Office and the National
Technical Information Service in order to develop options for specific programs to
aid distressed or emerging industries. In this way, industry assistance programs,
sutch as those involving the footwear, steel and jewelry industries, will have an
institutional base in the Department, and be better able to take advantage of all of
its policy, industrial analysis and operational resources.

UNDER SECRETARY FOR INTERNATIONAL TRADE

The Department's proposed new trade authorities have yielded a reorganization
proposal establishing an Under Secretary for International Trade under whom all
trade development, trade policy and import and export administration programs
will be organized. The Bureau of Industrial Analysis will be a prime supplier of
industrial data and interpretation to the Under Secretary in the management of all
of these programs. However, a cadre of 30 people will be assigned to the Under
Secretary for International Trade for industrial work of special importance to trade
program management. This staff will operate on a project basis, drawing upon the
central capability of BIA and tailoring its analyses to import policy needs, export
promotion planning, MTN implementation, etc.

DEPUTY UNDER SECRETARY FOR REGIONAL AFFAIRS

While recognizing the primary role of its industrial analysis efforts in supporting
Federal Government policy and program decisionmaking, the Department has a
continuing obligation to meet the business community's needs for information and
assistance. To meet this obligation, the Department will transfer resources in the
former BDBD Office of the Ombudsman to the Deputy Under Secretary. This staff
will serve as the focal point for business inquiries, routine assistance and special
projects such as conferences and seminars on business related topics.

SUMMARY OF STEPS TO UPGRADE THE SECTIORAL ANALYSIS PROGRAM IN THE
DEPARTMENT OF TRADE AND COMMERCE

1. Chief economist
Abolish: Office of Industrial Economics with 15 positions.
Add: Bureau of Industrial Analysis with 190 positions including 50 vacancies to

provide industrial information and analysis.

2. Assistant Secretary for Policy
Add: Office of Industrial Policy Analysis with 13+ positions (5 from BDBD) to

support in-depth analysis to industrial issues, with formulation of appropriate Fed-
eral policy response.

3. Assistant Secretary for Science and Technology
Add: 20 positions to support design and management industry assistance projects

and technological review of environmental regulatio ls.

4. Industry and Trade Administration
Abolish: Bureau of Domestic Business Development with 233 positions.
Transfer to Under Secretary for Trade: Office of Textiles with 32 positions to

support trade negotiations. Research staff with 30 positions to support MTN imple-
mentation, import policy needs, export promotion planning, etc.

5. Deputy Under Secretary for Regionat Affairs
Add: Ombudsman for Business with 16 positions to provide a focal point for

business inquiries and routine assistance.
Question. Questions were asked regarding tariff nomenclature and statistical re-

porting:
Why the OMB proposal did not transfer to Commerce ITC responsibilities for

tariff nomenclature and statistical reporting under the TSUS or those responsibil-
ities for comparability among domestic and international statistical systems on
imports, exports and domestic production?

What considerations led to proposing no change in present responsibilities?
Should Commerce have overall responsibility for maintaining and improving

product nomenclature systems?
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Answer. After long and careful consideration, including discussions with the
Congress, we concluded that the tariff nomenclature function was an essential part
of the mission of the International Trade Ccmmission and that section 484(e) of the
Tariff Act of 1930 (19 U.S.C. 1484(e)) provides an adequate input for Executive
branch trade policy and operational concerns.

Question. Would a reorganized Commerce Department make the domestic func-
tion responsible to the new Under Secretary for International Trade or would it
have a separate identity to also serve non-trade interests? If the latter, how will
domestic input be coordinated with trade functions?

Answer. In view of the substantial increase of departmental responsibilities relat-
ed to trade, it is our conclusion that the duties of the Under Secretary for Interna-
tional Trade should be limited to those directly associated with international trade
matters. Trade responsibilities alone will constitute a significant management chal-
lenge for the Under Secretary. Added to this will be the Under Secretary's task of
ensuring that coordination with other major departmental functions is carried out.
As for how the Department plans to link its trade component to others more
directly concerned with domestic-industry problems, please see our answer regard-
ing overall organization (page 3).

Question. How will Commerce be organized under the OMB proposal to coordinate
and interrelate effectively sector analysis with industrial innovation policies and
programs and with export promotion efforts, including control administration and
financing policies of the Export-Import Bank?

Answer. In part, this question is answered in our working paper, Upgraded
Sectoral Analysis Program for Commerce (page 11), and on page 3. As the working
paper indicates, the Assistant Secretary for Science and Technology will establish
an Industrial Development Projects Staff to draw upon the analytical products of
the Bureau of Industrial Analysis and to meld these with the scientific/technologi-
cal support available from the National Bureau of Standards, the Patent and
Trademark Office, and the National Technical Information Service. The output will
be programs designed to assist emerging or declining domestic industries.

We see two linkages between sectoral analysis and export promotion. First, export
promotion depends on actual export opportunities, which, in turn, depends on how
foreign countries adhere to the trading rules established under MTN. The staff of
the Assistant Secretary for International Economic Policy will be expanded by the
addition of 30 people assigned to deal with industry specific issues. These personnel,
of their own and drawing on BIA as necessary, will provide the analysis to deter-
mine whether, in quite specific industry terms, MTN-related export opportunities
are becoming a reality. In other words, we shall be intergrating industry expertise
into our program to monitor foreign compliance with MTN.

Second, effective export promotion depends on the ability to identify potential
U.S. exporters and to target program efforts to them. The potential of a U.S.
company to enter into exporting is a function of its prcduct assortment, its cost
position relative to foreign suppliers, its marketing capability, its market position
within the domestic economy, and so on. In short, export potential is a function of
the full range of micro-economic considerations that enter into private business
decisions. With BIA and its microeconomic analytical capabilities, the Department
should be able to identify those constellations of firm and industry characteristics
indiceting high export potential, leading, thereby, to better directed export promo-
tion activities.

Question. Will Commerce also formulate programs and policies to increase indus-
trial innovation and productivity and to improve the competitiveness of U.S. produc-
ers in the domestic market as well as abroad?

Answer. The main function of Commerce's Office of Science and Technology,
headed by an Assistant Secretary, is to do just this. During the last year, at the
request of President Carter, Commerce assumed lead responsibility for conducting a
Domestic Policy Review of industrial innovation. This review, involving many Fed-
eral agencies, widespread private sector collaboration, and extensive academic, tech-
nology, and science community input, has resulted in a comprehensive assessment
of the opportunities by which Government policies and programs may encourage
private sector industrial innovation. Results from this review will serve as a spring-
board for policy and program initiatives in the innovation and productivity field for
some time to come.

In addition, the Department's Office of the Chief Economist is devoting substan-
tial resources to the analysis of productivity trends within the economy. With the
creation of the Bureau of Industrial Analysis this effort will be expanded and made
even more sector-specific. In the final analysis, much of what the Nation accom-
plishes on the trade front depends on what it accomplishes in the areas of innova-
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tion and productivity. Accordingly, the Department regards attention to innovation
and productivity as one of its highest priority tasks and one which is an integral
part of its enlarged trade responsibilities. Indeed, one of the most compelling argu-
ments for building on Commerce in the trade reorganization is the fact that the
Department has substantial resources devoted to innovation and productivity ques-
tions.

In short, trade, innovation, and productivity are not separate matters (just as
domestic industry cannot be divorced from the international economy). All bear on
each other, and the Department intends to deal with them in an integrated manner.

Question. Would you please describe the various sections of the Customs Service
which have any responsibility with respect to antidumping and countervailing
duties investigations or the administration of an antidumping countervailing duty
code? For example, what role is planned by the Customs attaches in foreign coun-
tries; what are the responsibilities of the import specialists and District Directors in
the field; and what divisions of Customs Service Headquarters are involved in these
cases?

Which of these functions are to be transferred under the Administration's pro-
posed plan?

Answer. The primary responsiLblity for the administration of the antidumping
and countervailing duty laws in Customs rests within the Office of Commercial
Operations. Within this office, the Trade Analysis Division is responsible for control
of all investigations from receipt of petitions and initiations of cases to the issuing
of antidumping findings or countervailing duty orders and the subsequent enforce-
ment of these actions. It is this unit that analyzes all data received in the course of
an investigation and make recommendations based on this information.

Although related to antidumping functions, administration of the steel trigger
price mechanism by the Trade Analysis Division presents a very different Customs
processing cycle. One group within the Division sets trigger prices, another acts as
the Special Steel Task Force with responsibility for dealing with all steel invoices,
analyses, questionnaires, inquiries and recommendations. While there is significant
involvement of Customs' field offices in these activities, it is impossible to separate
the trigger price functions of import specialists from their overall responsibilities.

Other units within or under the Office of Commercial Operations that render
support services to the Trade Analysis Division are:

Regulatory Audit Division.-Accounting expertise.
Technical Services Division.-Laboratory services and product expertise.
Office of Regulctions and Ralings.-Responsible for the proper legal review of any

pa otests received in connection with the assessment of antidumping or countervail-
ing duties.

Field Personnel at Ports of Entry.-Data collection services and where findings
and orders exist, the application of appraised values or percentage duty amounts
furnished by Headquarters for individual entries.

Within the Office of the Comptroller, the following groups render support to the
Office of Commercial Operations:

Office of Data Systems.-Assists in the automation of data collection and process-
ing.

Office of financial Management and Program Evaluation.--Overall planning and
budget functions and collections.

c of Human Resources.-Provides staffing support.
Offce of Administrative Progm.-Provides logistical support.

Other offices that render support to the Office of Commercial Trade are:
Office of the Chief CounseL-Provides legal review and advice in connection with

the processing of antidumping and countervailing duty investigations.
Offtce of Investigations.-Performs verifications of data received overseas and in

the United States.
Within the Office of Commercial Operations, all dumping and countervailing duty

functions presently performed by the Trade Analysis Division and the Office of
Regulations and Ruling will be transferred to the Commerce Department. All func-
tions now performed in these areas by the Office of the Chief Counsel and the Office
of Investigations will also go to Commerce. Commerce will be able, as necessary, to
request and inspect documentation relative to cases processed under these statutes.

Q= tion. Since the entire Customs Service is not being transterred, what mecha-
nism is being developed to coordinate the new responsibility of the Commerce
Department ana the remaining responsibilities of the Customs Service in this area?

Answer. We have established a group within Customs Headquarters that will be
the focal point for information flowing between Commerce and Customs. This co-
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ordination group will work on a top priority basis in moving information in both
directions and in clearing up any problems as they arise.

Question. Will orders to the field regarding assessment of dumping and counter-
vailing duties be made through Customs Headquarters or Commerce?

Answer. We intend that Commerce will generate specific instructions. When
needed, these will be on an entry-by-entry and product-by-product basis, to imple-
ment findings and orders. These instructions will be transmitted to the coordination
group referred to above for immediate transmittal to appropriate Custom field
offices.

Question. Will Customs continue to be responsible for collection of dumping and
countervailing duties? If payment is not forthcoming, who will decide whether to
take stronger collection measures, for example, suspension of immediate delivery
privileges?

Answer. The ministerial functions relative to the collection of dumping and
countervailing duties will remain with the Customs Service. As a revenue collecting
agency, the Customs Service will be responsible for deciding whether to take stonger
collection measures where payment is not forthcoming. However, the responsibility
will not include adjustment or compromise of dumping or countervailing dut3
claims for policy, which is transferred to Commerce by section 5a)(IXG) of the
reorganization plan.

Question. How will the investigative and date collection functions of the Customs
Service be related and coordinated with the work of Commerce personnel in anti-
dumping and countervailing duty cases?

Answer. Investigative and data collection functions relative to the analyses of
dumping and countervailing duty cases and orders will be assumed by the Com-
merce Department. There will still be a need, however, for the Customs Service to
supply the Commerce Department with information relative to assessments and
collections, the value and volume of imported merchandise, and copies of all com-
mercial documents subject to case analyses or order. The accumulation and transfer
of this information will be handled by the coordination group at Customs Headquar-
ters.

Question. Exactly which functions would be transferred from Treasury into STR
and the Commerce Department under the OMB proposal? Would any trade func-
tions remain in Treasury aside from the Customs Service?

Answer. The Office of Tariff Affairs will be transferred from the Treasury Depart-
ment. Its functions are as follows:

Reviews Customs Service recommendations for action in antidumping (AD) and
countervailing duty (CVD) cases and in national security investigations under sec-
tion 232 of the Trade Expansion Act of 1962. Actions are taken in the name of the
Secretary by the General Counsel, including initiations of investigations, tentative
determinations, final determinations and modifications and revocations of outstand-
ing orders;

Prepares the formal papers on which actions are taken.
Participates in investigations through review with the Customs Service staff of

methodology, legal issues and through consultation with counsel and representa-
tives of parties and governments concerned;

Drafts regulations, notices, annual reports for the Secretary, STR, GATT Secretar-
iat on AD and CVD laws and their administration;

DAS (Tariff Affairs) heads, and personnel from OTA staff, U.S. delegation to
GATT Antidumping Committee; and

Prepares briefing papers, testimony, speeches for senior officials, prepares replies
to correspondence on programs administered.

Reporting directly to OTA but staffed by Customs is the Office of Special Pro-
grams. It performs the following functions:

Calculates and publishes quarterly revisions to "trigger process" for imported
steel mill products under the 'Trigger Price Mechanism' (TPM);

Considers additions to, deletions from and modifications of classes of products
subject to the TPM;

Coordinates with the Customs Service Special Steel Task Force on recommenda-
tions for self-initiations of formal antidumping investigptions;

Drafts notices and reports; prepares briefing papers, testimony and speeches;
prepares analyses of effects of TPM, prepares replies to correspondence on TPM.

There will remain in Treasury many trade-related functions. For example, the
Assistant Secretary for International Affairs has four trade-related offices-Interna-
tional Trade, Raw Materials and Oceans Policy, East-West Economic Policy, and
Trade Finance.
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The Treasury Department, as well as other agencies in the Government, will
retain substantive and policy interest in trade matters. This is consistent with
longstanding Congressional intent (see, for example, section 242 of the Trade Expan-
sion Act of 1962) that U.S. trade policy take into account a number of domestic and
international interests, including those of financial institutions, labor, consumers,
business, farmers, importers, exporters, et-. Retaining some trade personnel in
Treasury will allow that department to fulfill the role.

We should add that, although the Office of East-West Economic Policy performs
some functions that are trade-related, its primary responsibility is to act as Treas-
ury's policy staff for East-West economic and finance matters.

Question. How would Commerce be reorganized and staffed to administer the
dumping and countervailing duty laws?

Answer. The Commerce reorganization plan provides for a new Assistant Secre-
tary for Trade Administration. Th:s Assistant Secretary will have overall responsi-
bility for the management and operation of the principal programs involving the
regulation of imports and exports as well as advising the new Under Secretary for
International Trade and the Secretary on programs and policies relating to trade
administration. The Assistant Secretary will have as a primary responsibility the
efficient and effective enforcement of the antidumping and countervailing duty
statutes.

The Deputy Assistant Secretary for Import Administration will head the unit
responsible for the investigation of both antidumping and countervailing duty cases.
Following an investigation, this group will make a formal recommendation for
disposition of the case and, if the determination is positive, will monitor and
evaluate countervailing and antidumping duty orders.

Question (a). In what ways does Commerce intend to remove and avoid future
deficiencies in the administration of these laws?

Answer. The Commerce Department anticipates a number of program improve-
ments. A new Assistant Secretary for Trade Administration will be responsible for
the enforcement of the antidumping and countervailing duty statues. Thus, an
official appointed by the President and subject to Senate confirmation now will be
clearly identified as managing these crucial activities. In addition, these areas will
become the nearly exclusive responsibility of a Deputy Assistant Secretary for
Import Administration. This arrangement wiil give enforcement, investigation and
monitoring in the antidumping and countervailing areas the concentrated high level
attention they require.

In the past, these programs have suffered from a lack of adequate staffing. The
Department plans to address this problem. There will be a significant increase in
personnel and, by giving these import relief programs a higher priority and higher
level attention, we expect to motivate officers who will make the program vigorous
and effective.

Question (b). How do you envisage interrelating and coordinating with the Cus-
toms Service for basic data and investigative resources in this area?

Answer. The intention in the Administration proposal is to transfer a substantial-
ly whole operation to Commerce from the Customs Service. All case initiation,
investigations, verifications and analyses would take place in the new organization.
Included in this would be the ability to provide such data as are necessary to allow
the Customs Service to liquidate entries subject to Department of Commerce find-
ings or orders.

The relationship between Commerce and the Customs Service concerning the
remaining duties that Customs would perform (e.g., levying antidumping or counter-
vailing duties at the port of entry) would not differ from existing interagency
arrangements. Commerce would coordinate with Customs the same way 40 other
agencies now coordinate with the Customs Service when it performs services for
them (e.g., collection of internal revenue taxes, quantitative restraints, animal and
plant quarantine, and other).

Question (c). Some private sector concern has been expressed that a "liberal,
foreign policy bias" of the Treasury will be replaced by a "protectionist bias" in
Commerce administration of these laws; would you comment?

Answer. By placing antidumping and countervailing functions in a strengthened
Department of Commerce with its primary mission as trade, high priority will be
afforded to the fast, efficient enforcement intended by U.S. law. The Commerce
Department is of the firm opinion that the process of pursuing an antidumping or
countervailing duty case must be viewed primarily as adjudicatory in nature. In line
with this philosophy, the Department will administer these areas impartially and
straightforwardly on the basis of fact and law.

54-396 0 - 80 - 6
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However, there is a valid role for policy oversight in these areas. Presently, there
is no policy review in antidumping and countervailing duty cases outside the De-
partment of the Treasury. As a result of the Administration's reorganization propos-
al, import remedy policy, to the extent permitted by law, will be added to the
mandate of the Trade Policy Committee and the U.S. Trade Representative.

Because of the essentially adjudicatory nature of countervailing and antidumping
duty cases, this policy review will relate to new precedents, negotiating assurances
and coordination with other trade matters, rather than case-by-case fact-finding and
determinations.

Question. Assuming STR becomes responsible for U.S. representation to the
GATT', how will this function be carried out in Geneva? Will a Deputy STR become
U.S. Representative to the GAIT? Would this person be stationed in Geneva, or
shouldn't this person be responsible for -iteragency trade agreements policy coordi-
nation in Washington, travelling to Geneva periodically for important meetings
with a small permanent staff stationed there?

Answer. The U.S. Trade Representative will, as now, have two Deputies-one
responsible for representation at the GATT in Geneva and one in Washington, each
with the rank of Ambassador. There will, of course, be close coordination between
the Trade Representative's Washington and Geneva offices to assist in trade policy
formulation.

The U.S. Trade Representative will also have a limited number of other personnel
permanently stationed in Geneva. Thay will coordinate with the overall goals of
pursuing U.S. interests in all Geneva activities.

Question. What will be the relationship between STR Geneva and the U.S. Mis-
sion in terms of reporting, office space, administration?

Answer. See attached Memorandum of Understanding.
Question. Will the STR rather than the State Department budget include the

funds for all Geneva representation to the GATT, including travel, staff, representa-
tion allowances?

Answer. The funds for our representation at the GA1T in Geneva (travel, staff,
representation allowances, and the like) will be in USTR's budget.

MEMORANDUM OF UNe RSrTANDING BETwEEN THE DEPARTMENT OF STATE AND THE
U.S. TRADE REPRESENTATIVE

1. The U.S. Mission to the European Office of the United Nations, Geneva, will
consist of the Representative of the USA to the offices of the UN, Geneva, with the
rank of Ambassador (U.S. Rep) and the Deputy U.S. Special Trade Representative in
Geneva with the rank of Ambassador (Amb/USTR/G).

2. The Amb/USTR/G will be responsible in Geneva under the direction of USTR
for all areas where such responsibilities are conferred on the latter by law or by the
President.

3. The U.S. Representative will be responsible for all other areas which have been
under his purview at the U.S. Mission to date.

4. The U.S. Mission will be responsible on request for providing administrative
and other support to the Amb/USTR/G and staff on a reimbursable basis.

5. The Amb/USTR/G will be accredited to the United Nations, Geneva, for
entitlement to diplomatic privileges and immunities. As appropriate, STR employees
will be granted diplomatic titles; diplomatic privileges and immunities will be
requested for them.

6. The potential for overlapping responsibility of the U.S. Representative and
Amb/USTR/G for U.S. interests in Geneva necessitates close coordination between
the Representative and Amb/USTR/G. The U.S. Representative and the Amb/
USTR/G will be responsible for keeping each other fully informed about all matters
which may be of interest to each other. In areas of actual or potential overlap of
responsibilities, they will make every effort to reach agreed positions. If this is not
possible, each shall without delay transmit his views for appropriate resolution in
Washington.

7. The USTR and Deputy USTR in Geneva will have an unrestricted right to
communicate on a timely basis using Diplomatic Telecommunication System facili-
ties according to the procedures established for communication during the MTN
between the U.S. Delegation to the MTN and USTR.

8. On request, State is prepared to utilize Foreign Service Act authorities for time
limited appointments to give USTR personnel equivalent benefits and services
(medical, insurance, schools, etc.). Similarly on request the Department will detail
personnel to US'I'R on an agreed basis.
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9. Nothing in this memorandum of understanding should be construed as impair-
ing the responsibilities conferred upon the U.S. Ambassador to Switzerland by law
or by the President.

BEN H. HEAD,
Under Secretary of State for Management.

ROBERT D. HORMATS,
Deputy U.S. Trade Representative Designate.

Funds for any U.S. contributions to the GATT, like funds for all U.S. contribu-
tions to international organizations, will remain in the State Department budget.

Question. Will STR responsibility for GATT representation include only functions
under Council auspices and the MTN agreement committees or also the Textile
Surveillance Board and the GATT Antidumping Committee?

Answer. The Trade Representative's responsibility for GAIT representation will
also include functions of the Textiles Surveillance Board and the GATT Antidump-
ing Committee. Following past practice, USTR may invite Commerce or State to
attend particular committee meetings as appropriate.

Question. If STR becomes responsible for negotiation of commodity agreements,
would this include STR as chief U.S. representative to the UNCTAD on commodity
issues? Should the STR representative to the GATT also be U.S. representative to
the UNCTAD?

Answer. The Trade Representative will be the chief U.S. representative for negoti-
ations in UNCTAD when trade or commodity issues are the primary issues under
consideration. The Trade Representative will delegate these responsibilities, when
appropriate, to such agencies as State and Agriculture. State will continue to
manage the varying forms of coordination for conferences that involve a whole
range of less developed country interests.

Question Under the OMB proposal, how will the office of the Special Trade
Representative be organized and staffed: a) overall, b) to carry out its new East-West
trade and commodity agreement functions, and c) enforcement of the MTN agree-
ments and section 301 cases in general, both under domestic procedures and pre-
senting complaints to the GATT?

Answer. STR would remain in the Executive Office, retair its Cabinet status,
continue to chair the Trade Policy Committee, and become a member of the Nation-
al Advisory Committee on International Monetary ant Financial Policies (NAC).
STR would be enhanced further by the addition of the following responsibilities: (1)
Trade policy coordination-both industrial and agricultural; (2) the lead role in
trade negotiations, including commodity negotiations, East-West trade, and MTN-
related negotiations (including GATT representation). STR would chair a new Trade
Negotiating Committee (a subcommittee of the TPC).

STR would continue to have the lead policy role with respect to discretionary
trade remedy functions (e.g., escape clause, section 301, market disruption).

The Office of the USTR will be the lead agency for the negotiations listed. That
does not mean, however, that an official from tlhat Office-which will remain a
small unit-will necessarily lead every delegation. In all probability, the Depart-
ment of State will continue to handle many negotiations on commodities and East-
West trade, with oversight and policy guidance from the U.S. Trade Representatives
and the Trade Policy Committee. Officials from the Office of the U.S. Trade Repre-
sentative will lead our delegations to GAIT. Since the GATT will be the principal
international forum for implementation and interpreting the results of the Tokyo
Round, the Trade Representative will be very active there. And, since GAITT meet-
ings, including committee and working group meetings, occur almost continuously,
the Trade Representative will have some permanent staff in Geneva to represent
the United States at the GATT.

Question. How many additional staff do you envisage being required and of what
type?

Answer. The Office of the Special Trade Representative currently has a staff of
59. The new Office of the United States Trade Representative, the successor agency
to STR, would have added responsibilities. These new responsibilities will require
additional staff to perform them effectively.

We are requesting a supplemental fiscal year 1980 appropriation of $4,456,000 for
STR. This will bring its personnel level up to 116.

?uestion. To what extent will STR rely on staffing by other agencies, and in
which areas?

Answer. STR, with a total staff of 116, will rely upon line agencies co.siderably
for staffing assistance. This has worked fairly well in the past.
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Examples of matters that STR is likely to staff out include section 301 cases,
negotiations that require the particular expertise of an agency, and sectoral analy-
se.

Question. Will STR assume any policy development or coordination role on export
policy?

Answer. The Trade Representative, with the advice of the Trade Policy Commit-
tee, will set basic policy goals for all agencies with export promotion responsibilities.

The Trade Representatives will serve as Vice Chair of the Overseas PrivateInvestment Corporation Board of Directors, as a non-voting Director of the Export-
Import Bank, and as a member of the National Advisory Council on International
Monetary and Finencial Policy.

Question. Should STR have its own trade policy staff person rotated in majorforeign capitals as part of the commercial service to monitor foreign trade policies
and practices, particularly compliance with the MTN agreements?

Answer. In some instances, a small number of USTR staff may need to go abroadfrom time to time to assist in oversight of MTN enforcement. Should such a need
arise, appropriate poesitions will be authorized.Question. Will STR include any staffing of the new coordinating functions of the
interagency Trade Policy Committee under the OMB proposal, for example, on
energy trade issues and international investment policy?

Answer. STR's present staff of 59 will be increased to 116, if Congress approves afiscal year 1980 supplemental request that the Administration is about to transmit.
The coordinating functions of the Trade Policy Committee will be staffed by STR
personnel.

Question. How will interagency trade policy coordination be conducted, i.e., will
the Trade Policy Staff Committee and its task forces coordinate all trade policy at
the staff level with recourse to the Trade Policy Review Group and the Cabinet-level
Trade Policy Committee, or will interagency coordination be changed in structure
and/or membership?

Answer. The Trade Policy Staff Committee, an office director-level group, staffsthe Trade Policy Committee on broad trade policy issues. The Trade Policy Review
Group, an assistant secretary-level group, acts as an appellate body for the l1wer
group. The Cabinet-level Trade Policy Committee will take the lead responsibility
for advising the USTR on implementation of actions or recommendations made
within the lower groups.

We will expand the mandate of the TPC to include advice on: (1) Such importrelief functions as countervailing duties and antidumping assessments, functions notnow covered by an interagency process; (2) international direct investment policy; (3)
international commodity policy; (4) East-West trade issues; and (5) tnergy trade
issues.

The TPC will be further enhanced by the establishment of the Trade Negotiating
Committee. Composed of STR, State, Treasury, Agriculture, Labor, and Commerce,
the TNC will manage the operational aspects of trade and MTN-related negotia-
tions.

Mr. VANIK. There are obviously a lot of important details in
reorganization that require a close look by the subcommittee.
Could I have a commitment from the administration to meet withthe Subcommittee on Trade in an informal markup soon to assure
that our concerns as to how the trade status will be impacted can
be properly addressed and necessary amendments and changes be
made either under the reorganization plan or under legislation. In
other words, I would like to have the meeting with you so that we
can go over this whole procedure before we go into markup.Mr. WELLFORD. Mr. Chairman, we would be glad to have a meet-
ing with the subcommittee.

Mr. VANIK. Thank you very much, and thank you for your time
this morning. I appreciate the extensive testimony that has been
submitted.

I Nant to say at this time that it is the intention of the subcom-
mittee to remain in session throughout the lunch hour, so those
who are testifying later can accommodate themselves. We are
going to stay here during our lunch time, and we suggest that you
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do the same, because it is our intention to proceed right straight
through the agenda without interruption for lunch. The only inter-
ruptions will be those that are occasioned by calls from the floor
for the rollcall vote.

Thank you very much.
I hope these are not all administration people who are leaving

the room, because it looks like it might be overstaffed.
Those not involved in the hearing will please clear the meeting

room so we can proceed with testimony.
Our next witness is Mr. William L. Wearly, chairman, Interna-

tional Economic Affairs Committee, and chairman and chief execu-
tive officer of Ingersoll Rand Co.

Mr. Wearly, identify the gentlemen with you if you would like.

STATEMENT OF WILLIAM L. WEARLY, CHAIRMAN, INTERNA-
TIONAL ECONOMIC AFFAIRS COMMITTEE, NATIONAL ASSOCI-
ATION OF MANUFACTURERS; ACCOMPANIED BY LAWRENCE
A. FOX, VICE PRESIDENT, AND JOHN R. BABSON
Mr. WEARLY. On my right is Mr. Larry Fox, vice president of the

National Association of Manufacturers, and on my left is Mr. Jack
Babson, vice president of Ingersoll Rand Co.

Mr. VANIK. Your entire statement will be in the record as sub-
mitted and you may read from it or except from it as you choose.

Mr. WEARLY. Thank you, Mr. Chairman.
I am pleased to appear here today representing the National

Association of Manufacturers. I would just like to make a couple of
informal comments to you and the committee. I think too many
observers of the world trade scene have the concept that our for,-
eign customers need to buy from us or even must buy from us. My
testimony today deals with the adequacy and the priorities of the
proposed reorganization.

I should like to take a minute to mention to you some personal
observations based upon my experience in selling goods in the
world marketplace. There are really very few customers that have
to buy from us today, not even the sophisticated high technology
equipment because most of it is available somewhere else.

You know, sir, international customers don't buy from us for the
same reasons that you and your wife don't buy from a merchant.
This may be beca"ue the merchant does not respect your wife's
opinion and that is why she does not buy from him. It may be that
the merchant does not give his customers top priority. It may be
even that the merchant said he didn't like the way you raise your
children or he didn't offer favorable terms.

This is all reflected by what I like to term our American arro-
gant hypocrisy that we know what is best for the rest of the world
and we lay down the conditions on which they can buy from us. It
seems we set up the barriers and then we try to provide ways to
get over the barriers without actually removing the barriers. I
think we need an organization today headed by a man with the
expertise, with the peer respect and with the clout to remove these
barriers.

The dramatic reversal of the Nation's trade balance and the
dollar's problems in world currency markets reflect the urgent
international economic challenges now faciag this country. Last
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year the United States ran another record trade deficit of over $28
billion-a figure that would have been unimaginable just a few
years ago. In the manufactured goods area the United States
dropped from a $20 billion surplus in 1975 to a deficit of almost $6
billion last year while Germany and Japan had surpluses of $51
billion and $72 billion, respectively. The continuing U.S. deficit can
mean higher domestic unemployment, dollar problems abroad,
growing inflation at home and reduced growth in the U.S. standard
of living. As to unemployment, I believe our failure to hold our
exports now is accounting for several hundred thousand lost jobs.

The U.S. Government announced an export expansion program.
However, little has been accomplished beyond a modest increase in
the Export-Import Bank's financing activities. Many of the Govern-
ment's own policies actually continue to discourage exports. Addi-
tionally, the U.S. Government has failed to act effectively against
foreign countries engaging in unfair trade practices which have
harmed important segments of U.S. industry.

Opportunities exist to improve U.S. trade performances by
making our economy more competitive at home and by improved
access for U.S. goods to foreign markets. NAM has supported the
recently concluded multilaterial trade negotiations-MTN-which
established improved rules for expanding world trade. However, as
in all negotiations, the MTN was a give and take proposition. We
can be certain that other countries will act to followup on what we
have given. We likewise must be prepared to take our negotiated
benefits by vigorously implementing and enforcing the new agree-
ments in support of U.S. interests.

O(n the basis of past performance, it seems clear that there must
be a reorganization of the U.S. Government's international trade
apparatus if all these challenges are to be met successfully. The
current system of diverse, overlapping or even competing functions
and authorities almost guarantees that there will be no adequate
leadership in this area. U.S. international economic interests can
no longer be treated as the poor stepchild of other national con-
cerns. This policy area deserves high level attention on a sustained,
integrated basis and requires a top policy spokesman and advocate
at the Cabinet level of Government.

A number of proposals have been introduced to improve execu-
tive branch organization for the conduct of trade policy. Senators
Ribicoff and Roth have introduced a bill-S. 377-to consolidated
Federal policymaking and execution into one Department of Inter-
national Trade and Investment-DITI. Senators Byrd, Stevenson,
and others have introduced bills which offer somewhat different
consolidation patterns but are directed at simnilar objectives.

In the House, Congressmen Jones and Frenzel of the Committee
on Ways and Means have introduced their bill-H.R. 4567-which
transfers the main trade policy funtions of the Government to the
Department of Commerce. Congressman Neal, Chairman of the
International Investment and Monetary Policy Subcommittee of
the House Banking Committee, has introduced a companion piece
to Roth-Ribicoff, H.R. 3859. Congressman Long has also introduced
a bill-H.R. 4995-which places the main responsibility for trade
policymaking and execution in the office of the STR. In late July
the administration announced its own reorganization proposal.
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After nearly a full year of study during 1978, NAM's Internation-
al Economic Affiars Committee voted last November to support the
consolidation of international trade and investment functions into
a single Cabinet Department and specifically endorsed a modified
version of S. 377. I would like to describe our reasons for that
decision since those reasons constitute the criteria against which
we measure all current reorganization proposals.

A reorganization proposal should help improve the U.S. Govern-
ment's ability to respond effectively to at least six identified major
problem areas: (1) Inconsistent policy; (2) negotiating leverage; (3)
international agreement enforcement and followup; (4) analytic
economic research; (5) business promotion services and (6) eliminat-
ing unnecessary duplication. NAM supports a consolidated Depart-
ment of International Trade and Investment (DITI) as the best
reorganization alternative to meet these objectives.

A DITI Cabinet officer would be in a strong organizational posi-
tion to become a needed advocate for broad, international economic
views to counterbalance State's diplomatic focus, Treasury's finan-
cial outlook and various agencies' self-interest perspectives. New
policy initiatives harmful to U.S. international economic interests
more likely would be challenged at an early stage, while further
efforts could be made to alter or clarify presently inconsistent
policies. Without a Cabinet Department charged with international
trade and investment responsibility, the current scattered authori-
ty will continue, with each agency pursuing interests more central
to their primary mission than U.S. economic competitiveness in
world markets.

While other industrialized nations have centralized their eco-
nomic negotiations in one organization, U.S. negotiating interests
are weakened by uncoordinated actions and positions among the
various government agencies involved in international economic
activities. A DITI would integrate many such activities into one
department while also providing the coordinating mechanism to tie
other departments more closely into a central negotiating team.
Consolidation of most important relief functions also would give
the United States a more forceful and effective mechanism for
dealing with unfair foreign trade practices.

Closely related to the need for better U.S. leverage in negotia-
tions is the requirement of more effectively following up on inter-
national trade and investment agreements once they are reached.
It is especially important now to take full advantage of new U.S.
trade opportunities resulting from the tariff and nontariff measure
concessions obtained in the MTN. A followup program must en-
cou, ge new export efforts with adequate commercial information,
export credit financing, license approval and other actions, while
assuring that foreign governments do not close off the newly nego-
tiated opportunities. In particular, the various nontariff barrier
codes will be meaningless for American interests unless an effec-
tive U.S. Government enforcement mechanism is devised. This type
of practical implementation follow-up would be handled best by a
single integrated department structure.
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ANA ,YTIC ECONOMIC RESEARCH

Today many scattered agencies now have some involvement in
the Government's international economic data collection and anal-
ysis activities. The integration of these staffs in a DITI would
enhance the Government's capability to identify and encourage
future areas of national economic strength, as well as provide
earlier warnings to help avoid domestic dislocation arising from
international economic forces.

BUSINESS PKOMOTION SERVICES

Business promotion services such as export expansion efforts and
Eximbank fnancing could ,enefit by closer coordination with the
new single department. Eximbank should be given greatly expand-
ed funding authority and greater flexibility to meet foreign export
credit competition, and Eximbank management should remain in-
dependent. Certainly for smaller companies new to the overseas
market, an integrated international trade and investment depart-
ment would be a less confusing and more reliable ally than the
current array of agencies scattered all over town which offer var-
ious bits and pieces of business support programs.

UNNECESSARY DUPLICATION

An added benefit to the improved analytic and promotional capa-
bilities of a DITI would be the elimination of unnecessary and
costly duplication of activities which currently exists in many in-
ternational economic policy areas.

We believe that the bottom line to this analysis regarding an
International Trade and Investment Department proposal comes
out clearly on the positive side. Government reorganization is not a
panacea, but it is a necesary step to complement other policy
actions. It is NAM's position that consolidation of current interna-
tional trade and investment functions into one department, as
proposed in S. 377, is the best approach to this problem. We would,
however, like to sugge-t a few modifications in the bill.

RECOMMENDED CHANGES TO S. 377

The major change which we would recommend for S. 377 is the
addition of a specific interagency coordination mechanism which
would have two levels. First, standing coordinating committees
could be established within DITI in major issue areas such as
international commodity policy, export promotion, trade and in-
vestment negotiations, and so forth. The regulations governing
these interagency committees should give clear policy leadership to
DITI whose staff would act as the Secretariat.

Some issues, of course, may ultimately require White House
discussion and decision. Therefore, a second coordination level
should involve a White House group, with appropriate Cabinet-
level membership chaired by the DITI Secretary. This group would
be designed to insure top level, interagency consideration of contro-
versial majoi' policy issues.
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A second modification to the bill would be to incorporate the
International Trade Commission (ITC) fully into the r.ew Depart-
ment. The ITC could function in the same semi-autonomous
manner as provided in the bill for Eximbank and OPIC.

Finally, we suggest some further broadening of the proposed
department's authority, specifically in the areas of trade adjust-
ment assistance and mixed credits, for the reasons outlined in our
full written statement.

Thus far I have disc:ussetl the proposal to establish a Department
of International Trade and Investment while suggesting some de-
sirable modifications 'o S. 377. We believe that such a modified
proposal represents the best reorganization option and urge its
serious consideration by this committee.

Before closing, I would like to make a few comments specifically
on the proposal recently outlined by the administration. Many of
the details of that proposal, of course, still are unclear and we will
look forward to studying them closely as they are developed more
fully. However, at least the following assessment can be made.

The administration's proposal recognizes many important prob-
lem areas and takes several steps toward their resolution. We
would support elements of the proposal which consolidate some of
the currently scattered trade functions. In particular, we support:
F irst, the consolidation into one office of negotiating authority over
a broad range of international economic subjects; second, upgrad-
ing of the Commerce Department's sectoral analysis capability for
trade expansion purposes; and third, the transfers of most import
relief and unfair trade response functions.

The administration proposal, however, fails to go far enough in
me- ing the necessary c",jectives of reorganization. The proposal
puts two agencies in charge of trade rather than consolidating all
responsibilities in a single cabinet department. As a result, policy
and implementation functions are split between a White House
Trade Representative Office and the renamed Trade and Com-
merce Department. An even further division of authority occurs
when Commerce trade responsibilities are delegated to an Under
Secretary, thereby adding a new actor to the process and meaning
that the Secretary will continue to be occupied by a variety of
traditional nontrade matters.

Vitally important MTN followup responsibilities are also split
between the Trade Representative and Cor merce so that the nego-
tiators are separated organizationally front investigators, analysts
and other staff support functions. The trade Representative is
given broader new negotiating responsibilities but no additional
staff to carry them out. Either these issues will not receive the
attention they deserve, or else there will again be an awkward
reliance on staff controlled by other organizations. One gets the
impression that the reason for separating the trade personnel in
this rlanner may have more to do with considerations regarding
the s'ze of the White House staff rather than economic or good
management criteria. We believe that these trade areas are too
important to artifically split policy and negotiations from analysis
and implementation in this manner. Such a division will only be
detrimental to the objective- of sustained, coherent international
trade programs.
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Several important policy areas also appear to be short-changed
in the administration's proposal. Export expansion is not given
priority attention in the new organizational arrangement. Interna-
tional investment policy is fitted within a broadened agenda for the
Trade Policy Committee but no practical consolidation of authority
or functions is accomplished. Even the transfer of overseas com-
mercial officers to the Trade and Commerce Department is a par-
tial measure since it affects only those officers located in ce,'tain
foreign countries.

In summary, we believe that the administration's proposal falls
short of the prompt, forceful action needed to address the country's
urgent trade problems. In the end, trade authorities and functions
still would be split unnecessarily. We must have one strong trade
policy leader who has the full implementation resources of a uni-
fied cabinet department, including the negotiating authority to
both "reward" and "punish." The administration's proposal does
not meet this standard and therefore is significantly weaker than
S. 377.

mn conclusion, Mr. Chairman, I would like to commend you,
along with your colleagues, for perceiving the urgent and serious
task facing this country in the international marketplace, and for
taking the initiative to begin steps aimed at meeting this chal-
lenge. Certainly a reorganization of governmental functions by
itself is not a complete answer to our problems but it is a necessary
if not fully sufficient step toward their solution.

Better national trade and investment policies are needed but we
will stand a better chance of achieving those policies with a force-
ful, full time international trade advocate at the department level
than we do now when both authority and responsibility are spread
throughout the government. Better implementation of policies also
is needed: but again, effective implementation is more likely to
come from a consolidated, integrated government trade department
than from scattered agencies and offices which at times even seem
to operate at odds with each other. NAM supports the consolida-
tion of current government functions into a Department of Interna-
ticlal Trade and Investment. We are confide nt that this committee
will be responsive to our position on trade reorganization.

Thank you.
[The prepared statement follows:]

TESTIMONY OF WILLIAM L. WEARLY, CHAIRMAN AND CHIEF EXECUTIVE OFFICER, IN-
cERSOLL-RAND CO., AND CHAIRMAN, NAM INTERNATIONAL ECONOMIC AFFAIRS COM-
MIT'EE, ON BEHALF OF THE NATIONAL ASSOCIATION OF MANUFACTURERS

SUMMARY

1. Growing U.S. interdependence with the world economy requires that the formu-
lation and implementation of U.S. foreign economic policy be accorded a higher
priority in the governmental system. Record annual trade deficits and the dollar's
weakness abroad perhaps are the most dramatic examples of the competitive eco-
nomic challenge facing this country. The currently unfocused U.S. government
approach to international economic policy-making and execution is inadequate to
these tasks.

2. Basic advantages to be derived from reorganized governmental authority over
foreign economic policy lie in: (1) More consistent policy with greater attention to
international economic considerations; (2) enhanced international negotiating lever-
age; (3) increased follow-up on international agreement obligations and opportuna-
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ties; (4) better analytic economic research; (5) improved business promotion services;
and (6) elimination of unnecessary duplication between government departments.

3. Consolidation of currently scattered international trade and investment func-
tions of the government into a new department, coupled with an inter-agency
coordinating mechanism, offers the most substantial benefits for recognizing the
increased importance of international economics in both governmental policy formu-
lation and implementation.

4. A number of bills involving the consolidation of the government's trade and
investment functions have been introduced in the Senate and the House. However,
S. 377 seems to address many of the problems which currently plague the conduct of
U.S. economic policy-making and execution. The bill is an innovative and positive
response to reorganization needs which contains the necessary basic consolidation
proposals to establish an effective international trade and investment department.
Several constructive modifications could be made in the bill, including provisions for
a specific inter-agency coordination mechanism, the further incorporation of ITC
functions, and the clarification of authority over trade adjustment assistance policy
and commercial aspects of foreign aid programs.

5. The Administration's recent reorganization proposal falls short of necessary
consolidation objectives. Trade authorities and functions still would be split unnec-
essarily. There would not be a strong trade policy leader, with unified cabinet
department resources, whose primary mission is the improvement of U.S. competi-
tiveness in world markets.

6. NAM supports S. 377, with the suggested modifications, and urges positive and
timely Congressional action on this proposal.

STATEMENT

Mr. Chairman and members of the Committee, I am William L. Wearly, Chair-
man and Chief Executive Officer of the Ingersoll-Rand Company. I am appearing
today on behalf of the National Association of Manufacturers (NAM) as Chairman
of the NAM International Economic Affairs Committee. As you know, NAM is a
voluntary, non-profit association of some 13,000 business firms, large and small,
located in every state of the nation. The Association's member companies account
for about 75 percent of American industrial output and provide about the same
percentage of the nation's industrial jobs.

My own firm is primarily a producer of heavy capital equipment, along with some
consumer products. We have manufacturing plants in 24 states and serve or do
business in 119 foreign countries. Our sales amount to over $2.3 billion, of which
about $450 million consists of machinery and equipment exported from this country.
More than 6,400 of our employees in this country, or nearly 20 percent of our
domestic work force, are engaged in export-related jobs, plus nearly an equal
number for our suppliers.

New international challenge
The stake of my firm in world commerce, as well as that of many NAM member

companies, has grown enormously over the last decades. The internationalization of
the world economy truly has reached the United States. Administration figures
show that one of every nine manufacturing jobs in this country depends on export
sales; one out of every three dollars of corporate profits comes from international
activities, either exports or foreign investment; and imports supply over one-fourth
of U.S. consumption in twelve of fifteen key industrial raw materials. The share of
trade in this nation's GNP has doubled over the last decade or so and, if investment
is included, the level of U.S. involvement in the world economy is at least as great
as that of Japan or the EEC, taken as a group.

This internationalization of the world economy has brought with it numerous
opportunities and challenges requiring new approaches in analytical, structural and
organizational terms. Many U.S. companies have reorganized themselves more than
once in the past ten years to improve the functions of their international operations.
The U.S. Government, on the other hand, which naturally plays a tremendous role
as policy-maker, negotiator and energizer in dealing with the consequences of eco-
nomic interdependence, bas failed to organize itself effectively to meet these new
tasks. There is a growing perception in business, financial circles, academia, the
Congress and elsewhere that there has to be a better way to develop and imp!ement
the nation's international economic policy.

The dramatic reversal of the nation's trade balance and the dollar's problems in
world markers have spurred consideration of alternative organizational proposals.
While government intervention in currency markets since late last year has bol-
stered the dollar, these are not long-term corrective actions and do not address the
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fundamental problems which underlie the dollar's weakness. Last year the United
States sustained another record trade deficit of over $28 billion-a figure that would
have been unimaginable just a few years ago. This deficit has serious implications
for the nation's economy in terms of higher unemployment, dollar problems abroad
and growing inflation at home. While most press accounts usually stress the admit-
tedly large role of increasingly costly oil imports in this deficit, it is often over.
looked that the decline in our manufactured goods trade balance was more signifi-
cant last year than oil in accounting for the larger trade deficit. Indeed, our trade
position in manufactured goods, which represent two-thirds of the dollar value of
U.S. exports, generally has been declining rapidly in both absolute terms and
relative to major U.S. trading competitors. In just three years, from 1975 to 1978,
the U.S. trade account in manufactured goods dropped from roughly a $20 billion
surplus to a deficit of over $5.8 billion, while the surplus of Germany and Japan has
jumped to over $51 billion and $72 billion, respectively.

BALANCE OF TRADE IN MANUFACTURES,
U.S., F.R. GERMANY, AND JAPAN,

1970- 1978
$BILLION

1970 1972 1974 1976 1978

'1978 figure based on second quarter, annualized.
Source: Department of Commerce, International Economi idicators.

The United States has lost its once unchallenged position in world commerce. In
1970 Germany moved ahead of the U.S. as the world's leading exporter of manufac-
tured goods mid since has widened its lead. The U.S. share of total world exports
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has continued to drop from an 18 percent share in 1970 to only 13.7 percent in
1977-and bear in mind that every one-tenth of one percentage point represents
over $1 billion in trade, or 40,000 jobs, $2 billion in U.S. GNP and $400 million in
Federal tax revenue.

EXPORTS OF MANUFACTURED GOODS
3., F.R. GERMANY, FRANCE, U.K., AND JAPAN

1960, 1970, AND 1978
12.7 (Sbillion)
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'2d quarter, 1978, annual rate.
'11 months, 1978, and extrapolated from December figures for exports of all goods.

let quarter, 1978, annual rate.
Source: Department of Commerce, International Econmic Indicators: U.S.Japan Trade Coun-

cil.

Some will argue that exchange rate developments-further devaluation of the
dollar or revaluation of the yen and the mark-will rectify the U.S. trade problem.
Others may contend that the current problem is mainly due to the business cycle;
i.e., that because the U.S. has grown more rapidly than Japan or Western Europe in
the last few years, it is importing more and exporting less than other countries in
response to this conjuncturil business cycle situation. I believe, however, that

U.'
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reliance on exchange rate developments or business cycle changes to correct the
American trade position and improve the U.S. balance of payments position more
generally, represents a theoretical view held by some economists, but shared by
very few businessmen.

Much of the responsibility for the poor performance of U.S. exports must fall on
government, both the U.S. and foreign governments, for their increasingly counter-
productive role in international business transactions. The U.S. government, for its
part, recently has been succeeding more in discouraging rather than promoting
increased exports. The absence of effective export stimulants, the continued growth
of bureaucratic red tape and the often counterproductive use of presumed export
leverage to pursue non-economic policy objectives, have all served to place a series
of self-imposed restraints on U.S. exports. Additionally, the U.S. Government has
not been able to act effectively against foreign countrie3 engaging in unfair trade
practices which have brought harm to important segments of U.S. industry.

In short, the U.S. Government has not effectively pursued this nation's increased
international economic interests, either in supporting U.S. foreign business activi-
ties or resisting the unfair practices engaged in by other countries on behalf of their
own national industries. We believe that the Government simply has not kept pace
with the country's changed economic realities. U.S. interests in the international
*conomy can no longer be the poor step-child of othei national concerns. This policy
area deserves high-level attention on a sustained, integrated basis and requires a
top policy spokesman and advocate at the cabinet level of government. Today there
is no single government department charged with looking after this nation's inter-
national trade and investment position. In fact, the currently scattered system of
diverse, overlapping or even competing functions and authorities almost guarantees
that there will be no adequate guidance in this vital national interest area.

International trade reorganization proposals
A number of proposals have been introduced to improve Executive Branch organi.

zation for the conduct of trade policy. Senators Abraham Ribicoff and William Roth
have introduced a bill (S. 377) to consolidate the currently fragmented federal
policy-making and execution apparatus into one Department of International Trade
and Investment (DITI). The bill does not expand the size of the Cabinet, since it
subsumes the Special Representative for Trade Negotiations post, and does not
authorize any new bureaucracy nor government regulatory activity. It does, howev-
er, provide a consolidated policy Department with a strong mandate and the tools to
promote and protect U.S. international trade and investment interests. Senators
Robert Byrd, Adlai Stevenson and others have introduced bills which offer some-
what different consolidation patterns, but are directed at similar objectives.

In the House, Congressmen James Jones and William Frenzel of the Committee
on Ways and Means have introduced their bill (H.R. 4567) which transfers the main
trade policy functions of the government to the Department of Commerce. Congress-
man Stephen Neal, Chairman of the International Investment and Monetary Policy
Subcommittee of the House Banking Committee, has introduced a companion piece
to Roth-Ribicoff, H.R. 3859. Congressman Gillis Long has also introduced a bill (H.R.
4995) which places the main responsibility for trade policy-making and execution in
the office of the Special Trade Representative. In late July the Administration
announced its own reorganization proposal.

After nearly a full year of study during 1978, NAM's International Economic
Affairs Committee voted last November to support the consolidation of international
trade and investment functions into a single cabinet Department, and specifically
endorsed a modified verson of S. 377. I would like to describe our reasons for that
decision, since the rationale underlying the decision constitutes the criteria against
which we measure all current reorganization proposals.

Reorganization objectives
A reorganization proposal should not be viewed as a panacea for basic economic

problems. It does not replace the need for an expansion of productive capital
investment or other important economic requirements that relate to domestic as
well as international economic policy. However, a reorganization should help im-
prove the U.S. government's ability to respond effectively to at least six identified
major problem areas of inconsistent policy, negotiating leverage, international
agreement enforcement and follow-up, analytic economic research, businers promo-
tion services and eliminating unnecessary duplication. NAM supports a consolidated
Department of International Trade and Investment (DITI) as the best reorganization
alternative to meet there obectives.

Incositeknt policy.-A DITI Cabinet Officer would be in a strong organizational
position to become a needed advocate for broad, international economic views to
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counter-balance State's diplomatic focus, Treasury's financial outlook and various
agencies' self-interest perspectives. This top-level advocacy would be complemented
by DITI's staff capability to assume leadership positions on specific inter-agency
policy groups. By building such institutionalized international economic advocacy
views into the system, new policy initiatives harmful to U.S. international economic
interests more likely would be challenged at an early stage, while efforts could be
made to alter or clarify presently inconsistent policies. Absent a cabinet department
charged with international economic policy responsibility, the current situation is
likely to continue with authority scattered in diverse agencies, each pursuing inter-
ests more central to their mission than U.S. economic competitiveness in world
markets.

For example, export promotion has for many years been promulgated as a nation-
al policy goal. Periodically there are special efforts to fashion a new governmental
effort to encourage U.S. business, particularly smaller firms, to enter the overseas
market. However, the present export programs like trade fairs, embassy commercial
officers or the DISC are overwhelmed b) the continued proliferation of governmen-
tal restraints on exports. Long-standing export controls in security-sensitive areas
and antitrust policy inhibitions are now being joined by human rights consider-
ations, environmental impact studies, and other self-imposed export disincentives.
The L-ireauc:-atic requirements of these programs not only conflict with a national
export promotion effort, but they are particularly burdensome and restrictive on
smaller firms lacking large administrative staffs and unfamiliar with the rigors of
multinational, cross-cultural marketing. A strong Cabinet-level advocate of interna-
tional economic goals is needed to challenge the desirability and specific application
of proliferating non-economic controls on U.S. Export promotion efforts.

The Domestic International Sales Corporation (DISC) is another fgod example of
how inconsistency can help undermine a beneficial program. The DISC was estab-
lished to help promote U.S. exports and partially offset foreign export subsidy
measures. The debate ensuing from calls for its termination po;it to the need for a
better coordinated government policy benefiting from a broade(r overview perspec-
tive. The Treasury Department focuses on DISC tax revenue questions, the Com-
merce Department on export promotion and the STR on negotiating a trade-off in
reducing foreign export subsidies. Governmental policy on DISC seemingly shifts
with the ebb and flow, f these several departments' interests and fortunes, creating
uncertainty as to the ruture of the program and government's commitment to its
objectives. Under these circumstances, companies are understandably reluctant to
undertake long-range export expansion efforts which may be undercut by goern-
ment policy shifts in mid-stream. Other similar examples of negative impact f,'m
such inconsistent policies are evident in the recent controversy over calls for foreigin
environmental impact statements on exports; extraterritorial enforcements cr U.S.
antitrust, corrupt payments, and other areas.

Negotiating leverage
Most other industrialized nations have a centralized, consolidated trade adminis.

tration organization. The organizationally scattered trade authority in this country
means that U.S. negotiating interests can be compromised by uncoordinated actions
and positions among the various government agencies involved in international
economic activities. Foreign negotiators are able to exploit position differences
among U.S. agencies while American officials cannot draw upon all the potiential
negotiating leverage inherent in this country's central role in international com-
merce. This point was referred to in hearings before this Committee last year in the
presentation by former Deputy Special Trade Representative Harold Malmgren.

A DITI would integrate many of the government a international economic activi-
ties into one department, while also providing the incentive and capability to staff a
coordinating mechanism to tie other agency functions into the information needs
and policy positions of a central negotiating team. For example, former Ambassador
Strauss might have benefited in his effort to open up the Japanese economy to U.S.
imports if he had had some means of taking into account and influencing the course
of civil air negotiations with Japan concerning landing rights in the Dallas-Ft.
Worth area. U.S. negotiating strategy and tactics can benefit from the coordinated
leverage which may be available through knowledge of discussions in such areas as
aviation, fisheries, communications, agriculture and others. The DITI role in inte-
grating governmental international economic functions with appropriate inter-
agency coordination leadership would enable it to develop over time the type of
"institutional memory" currently lacking in the U.S. government which would
underpin U.S. negotiating leverage in future international economic discussions.

Another very important application of improved U.S. negotiating leverage con-
cerns the proliferation of foreign governmental involvement in trade flows, particu-
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larly regarding subsidization of export promotion drives. A consistent and coordinat-
ed U.S. government response is needed to unfair foreign trade practices. The
current U.S. system lodges contervailing duty and anti-dumping actions in the
Treasury Department, certain investigation and recommendation functions with the
International Trade Commission (ITC), negotiating authority for orderly marketing
agreements or other arrangements with the Special Trade Representative's (STR)
Office, with various other functions falling to the State Department, Agriculture
Department or other agencies on specific subjects such as sugar imports quotas,
commodity negotiations, etc. The consolidation of most of these functions under the
centralized direction of a new DITI structure, while drawing on specific agency
expertise where necessary, would give the U.S. a better coordinated and effective
mechanism for dealing forcefully with their unfair trade practices.

International agreement enforcement and followup
Closely related to the need for better negotiating leverage is the requirement of

effective follow-up mechanisms to implement international trade and investment
agreements. The most important example concerns the non-tariff measure agree-
ments just concluded in the Geneva Multilateral trade negotiations. Regardless of
the substantive merits of these agreements, codes in areas such as subsidies, govern-
ment procurement and standards, will be meaningless for U.S. interests unless an
effective follow-up enforcement mechanism is devised. While full use will have to be
made of the GAIT Secretariat and other relevant international bodies, the task of
vigorously defending U.S. interests in the implementation of the codes must fall
primarily on the U.S. government. The job really will be two-fold: to take full
advantage of new U.S. trade opportunities resulting from tariff or non-tariff meas-
ure concessions, and to assure proper enforcement of the international rules against
unfair foreign trade practices.

First, there should be a systematic attempt to exploit fully the trade or invest-
ment opportunities for the U.S. which are achieved in an international trade or
investment agreement. Although there are differing opinions as to whether the U.S.
successfully negotiated for everything it might have from the "Kennedy Round" of
trade talks in the 1960s, there is little dispute that there was incomplete follow-up
to exploit the potential trade opportunities which were gained. A similar challenge
will arise in translating potential gains from the current round of multilateral trade
talks in Gencva into real export gains for U.S. business. The realization of such
trade growth requires a coordinated followup program to communicate the potential
opportunities; encourage the development of new export efforts with adequate com-
mercial information, export credit financing, license approvals, etc.; and assure that
foreign government actions do not close off the newly negotiated opportunities. This
type of practical implementation follow-up would be handled best by an integrated
DITI-like structure which has the added advantage of first-hand knowledge of the
agreements, since the DIT'I would handle their negotiation.

Closely related to the above point is the second track of follow-up actions to
ensure vigorous enforcement of agreed international and national rules and regula-
tions against unfair foreign trade or investment practices. The U.S. network of
Treaties of Friendship, Commerce and Navigation with other countries has been a
useful, but seldom fully enforced standard governing bilateral economic relations.
Similarly, the U.S. has not effectively utilized GATT procedures nor other accords,
like the OECD agreement on the liberalization of capital movements, to protect the
nation's interests in international commerce. This problem of effective enforcement
follow-up will be even more important with regard to the various codes negotiated
in the multilateral trade negotiation. There is widespread recognition that non-tariff
measures, particularly subsidies, customs regulations, licensing practices, govern-
ment procurement and product standards, have surpassed tariff rates in terms of
their impact on world trade. Negotiated codes to constrain governmental interven-
tion in these areas will seek to prevent or reduce such trade distorting tactics.
However, any satisfactory international agreements on these topics will require a
sophisticated U.S. implementation capability to ensure that the agreed rules are
enforced. The same conclusion holds regarding utilization of the less detailed but
still important 1976 OECD agreements on national treatment of foreign enterprises
and international investment incentives and disincentives. An integrated U.S. trade
and investment department offers the greatest potential for providing the continu-
ing enforcement and implementation attention needed to achieve U.S. economic
objectives.

In the past the U.S. too often has let potential new trade opportunities slip away
and been unable or reluctant to seek redress against unfair foreign actions. A
unified cabinet department such as DITI, which has responsibility for negotiating
the agreements and which also incorporates the government's trade promotion



93

mechanisms, would be ideally situated to follow-up effectively on agreements
coming out of multilateral trade talke or in relation to other areas, as for example
the national treatment or capital movtement agreements in the OECD.

Analytic economic research.-The current scattering of agencies with some in-
volvement in international economic functions has dispersed the government's data-
collecting and analytic research capabilities. Despite the government's collection of
massive amounts of raw information, there is little long-term or in-depth analysis
done by the federal government on fundamental international economic issues. The
integration of information-gathering and analysis staffs in a DITI would enhance
the capabilitity to indentify and encourage future areas of national economic
strength as well as provide the earlier warnings necessary to help avoid domestic
dislocations arising from international economic forces.

During the periods of a large U.S. surplus, American industrial competitiveness
was taken for granted and little attention was paid to component elements which
provided the surplus position. Now that the trade account has dramatically reversed
into the deficit category, there is some concern about injured domestic industries,
but still little evaluation of economic strength areas. Many foreign governments
target export growth industries and encourage their expansion. The U.S. system
does not and should not allow for the same measure of governmental planning as is
carried out abroad, but U.S. policy-makers should be more aware of the elements of
the country's economic strength when developing negotiating strategy and follow-up
programs to maximize U.S. export opportunities in future years. A centralized
analytic staff also could provide more accurate assessments regarding the effective-
ness of various government programs, such as the DISC. One of the problems
regarding the DISC is the absence of an authoritative professional study which can
draw on consolidated government information to evaluate properly the program's
effectiveness in terms of its full international economic implications.

There has been a recent increase of concern regarding the adverse impact on a
number of domestic industries due to international economic factors. Import compe-
tition, particularly resulting from subsidized or otherwise unfair foreign practices,
has highlighted this development. However, other domestic dislocations can result
from longer-term shifts in the relative competitiveness of economic factors in var-
ious countries. There has been much discussion about the desirability of some form
of "early warning" system for such dislocations, especially to key appropriate ad-
justment actions. However, early identification of economic trends or foreign gov-
ernment actions likely to affect adversely U.S. domestic interests are unlikely
without a professional economic analysis drawing upon consolidated government
data. The growing interdependence of the U.S. with the world economy makes it
imperative that the U.S. Government develop an analytic research capability which
can underpin informed and timely decision-making on foreign economic policy
issues.

One further illustration of the disadvantages of the current information gathering
and analysis system arises from this country's experience in conducting multilateral
trade negotiations. The governmental specialists who are to study and evaluate the
international competitiveness of thousands of particular products are dispersed in at
least four major departments and agencies: Commerce, STR, ITC and Agriculture.
The U.S. approach to negotiations essentially has been to begin from scratch each
time, attempting to use the STR Office to forge the necessary coordination links
between the various atsffs to provide a thorough and coherent analysis. Without
denigrating the enormous efforts of the involved individuals, this apprnach has had
obvious problems and does not serve the country well. The relevant analytical staffs
should be consolidated into one internationally-oriented department. There they can
formulate the best integrated positions and also develop over time the institutional
memory from one negotiation to the next which has so benefited our foreign trading
partners.

Business promotion services.-Business promotion services such as export expan-
sion efforts and Eximbank financing could be aided by closer coordination within a
single departmental framework. Certainly for smaller companies new to the over-
seas market, an integrated international trade and investment department would be
a less confusing and more reliable ally than the current array of agencies which
offers various facets of business facilitation services. A new exporter or smaller firm
is especially inhibited from taking advantage of government business facilitation
services because they are scattered in a Waslington bureaucratic maze nearly
indecipherable to someone new to the area.

Consolidation of business facilitation services such as Commerce trade fairs and
buyer information, Eximbank, State commercial opportunity programs, OPIC and
other related areas should improve coordination among the services. A smaller firm
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seeking to enter the overseas market could be directed to one central contact point
in a consolidated department which could in turn draw upon the full range of

integrated 'nhouse facilities to construct the package of services appropriate to the

firm's needs. Additionally, the presence of the analytic research capability in DITI

would complement the facilitation services and improve the ability of the govern-

ment to work with U.S. business to meet increasingly sophisticated foreign competi-

tion in world markets. Foreign government-business "combinations" often out-class

even the largest American firms in their efforts respecting major foreign projects.

Larger firms thus also could work more closely with the U.S. Government in
overcoming efforts by foreign firms supported by their governments.

The U.S. Export-Import Bank exists to serve U.S. exporters in financing, insuring

or guaranteeing export transactions. However, the fractionali7ation in oversight and

direction of Eximbank policies and programs limits the Bank in terms of customer
services as well as reduces its ability to achieve an international reduction of export

financing support levels. As a completely separate agency, Eximbank has lacked

departmental support to uphoHl its rr ission objectives in both interagency and
Congressional reviews of its policies. This relative institutional weakness inhibits
the ability of the Bank to advance iid programs as an integrai part of U.S. foreign

economic policy objectives. In recent years this problem led to a cutback in Exim-

bank support of U.S. export financing needs and the imposition on Eximbank

programs of various restrictive non-economic constraints. Additionally the relative-
ly poor results obtained thus far in U.S. efforts to achieve an internationally-agreed
lowering of export financing support levels may be due in part to the absence of an

integrated international economic department with adequate incentive and negotiat-
ing leverage to accomplish such an agreement. Consolidation of Eximbank within a

DITI structure would more closely align Eximbank policies with overall national
economic objectives and provide the agency with the departmental support to help

accomplish its mission to facilitate U.S. exports through offering American exports
financing arrangements competitive with those offered by our major foreign compet-
itors.

Unnecessary du,olcaution.-A counterpart benefit to the improved analytic and

service capabilities of a DITI would be the elimination of unnecessary and costly
duplication of activities which currently exists in many international economic
policy areas. Information-gathering functions of Commerce, Treasury. the Interna-

tional Trade Commission and other agencies could be combined in a way that

reduced the reporting burden placed on companies while providing a centralized
collection point so that policy-makers are aware of all the data which is available to

them. Currently, despite some good efforts by the OMB to regulate governmental
survey efforts, there is still a great deal of overlap and duplication in information
being sought and a general ignorance, both public and private, of the data which

are already available. One basic problem is that many different agencies are author-
ized by various statues to conduct studies in ambiguous international economic
areas. Better control over these broad investigatory and survey powers could be

managed through a consolidation of the government's information-gathering and

evaluation s'affs into a centralized unit in one department. This integration wou!l
also provide a more accurate and readily accessible assessment of what data already

is available to policy-makers. Many functional or regional department sections also
could be consolidated-for ex u'inple, the numerous East-West trade and Middle East

bureaus-to effect a cost-savings while providing for more centralized data evalva-
tion and policy follow-up. Major departments such as State and Treasury would
need to retrain some broad international economic staff capability since these issues
can impact heavily on their principal policy missions. However specialized sziff
functions should be transferred to a new department and statutory restrictions

placed on the reestablishment of duplicative activities.

Possible counter arguments
There are several counter arguments to a DITI-type organizational approach. Two

concerns reflect nearly polar opposite expectations-that DITI would be a weak,
redundant agency or that DITI would be a powerful government mechanism subject
to "capture" by a nnrrow, single-minded trade philosophy. The first objection antici-
pates that departments and agencies currently involved in international economic
affairs could somehow either retain their supposedly transferred functions or would
build them up again after a short period of time. In this view, creation of a DITI
would simply add a redundant layer of bureaucracy with duplicating sections being
maintained in the other major departments. One way to safeguard against this

possibility would be enactment of legislative provisions strictly limiting staff expan-

sion in the departments from which functions were transferred.



95

The other fear of an excessively strong department rests on two bases. First,
support for a powerful government department seemingly runs counter to general
business opposition to greater government intervention and control in the economy.
A well-organized, coordinated department eventually could develop planning and
regulatory funtions which might add further controls and restrictions on private
enterprise. Partially offsetting this fear is the recognition that some degree of
government involvement is unavoidable and, in the international arena, private
companies often will need active U.S. Government involvement to gain removal of
foreign government restrictions or unfair practices. In fact, the new multilateral
trade agreements presume such governmental involver:,ent.

The other factor underlying a fear of a strong department is its possible capture
by a single. doctrinaire trade philosophy, either protectionist or totally free trade in
outlook. The broad international economic scope of DITI's mandate might enable it
to disrupt or override current organizational checks and balances between compet-
ing policy interests. However, a DITI in the U.S. would not be comparable to the
unitary policy control sometimes exercised abroad, such as by MITI in Japan.
Potential counter-weights would still be present in the U.S. system through, for
instance, the broader economic policy-making role of Treasury and the integration
of domestic with international economic policy concerns in councils such as the
Economic Policy Group. What DITI would seek to do is provide a stronger interna-
tional spokesman and negotiator at the top, while integrating lower-level policy-
making and implemen',ation into a more identifiable and therefore presumably
more effective and responsible organizational unit. It should be recognized, however
that business should not expect a DITI necessarily to be a spokesman for business
interests per se, but rather for general U.S. international economic policy interests
which bring the broadest benefit to all economic sectors.

A third major objection to the DITI proposal concerns its feasibility. The current
sentiment in the Executive Branch to a DITI proposal appears to range from
hostility to cautious interest. Some key Administration figures have expressed ini-
tial opposition to a separate international economic department, while a few have
suggested that the idea merits consideration in light of the seriousness of curren'
international economic problems. It ihould be anticipated, however, that depart-
ments which would lose functions and personnel to DITI could constitute a major
political obstacle to Administrative support for and final Congressional passige of
such a bill.

Summary arguments.-The following summary outlines major pro and con argu-
ments which generally are raised with regard to the proposal to create a new
consolidated international trade and investment department, particularly as it re-
lated to U.S. business interests.

Con
1. Most problems stem from differences

in the economic systems used by differ-
ent countries, and U.S. government or-
ganri'-tional chenges won't affect such
basic differences.

2. Companies have learned to work with
the status quo, using diverse contact
points. Some may have no particular
reason to be dissatisfied with the cur-
rent structure.

3. Support for DITI would be supporting
greater government intervention and
control in the economy rather than op-
posing such a trend.

Pro
While not a cure-all, a strong Cabinet

advocate would strengthen interna-
tional economic interests in top Ad-
ministration policy councils and help
restrain agencies whose own particu-
lar interests may conflict with foreign
economic policy goals.

All companies could benefit from less
fragmented authority where resolution
of U.S. policy problems requires identi-
fication of responsibility. Smaller com-
panies especially would be better
served by a "one-stop" integrated de-
partment than the current confised
scattering of programs in many agen-
cies.

Government involvement is a fact which
will not change, especially in the inter-
national area. It is better to try to im-
prove government policy than to fight
against any governmental role.



96

4. A better organized, coordinated gov-
ernment department could become a
powerful opponent and seriously inhib-
it company operations.

5. On many international issues, compet-
ing interests need to be brought to a
head in the White House for decision
and could not be resolved by a new
department.

6. Individual personalities rather than
government structure make the most
practical differences in government
action.

7. A new Department would inevitably
mean more staff and governmental ex-
penditures, adding new tax burdens
without necessarily eliminating inter-
national economic functions in some of
the currently involved agencies.

8. A new Department is not politically
saleable. It cuts across Congressional
jurisdictions, would be opposed by
agencies losing functions and does not
have Administration support.

An effective international trade depart-
ment is necessary to pursue U.S. inter-
ests. For example, implementation of
NTB agreements arising from GATIT
negotiations will require constant
follow-up that fragmented agencies are
unlikely to provide. In areas such as
government procurement, industry
needs U.S. government involvement to
gain removal of foreign government
restrictions.

A small White House council could
handle particular policy issues requir-
ing direct Presidential involvement,
while maintaining the advocacy and
operational integration functions of a
new international economic depart-
ment.

It would be easier to attract good people
to lead a better organized, more power-
ful international economic depart-
ment.

Costs could be constrained in a new de-
partment, especially through statutory
limitations on staffing in other agen-
cies where functions have been trans-
ferred to the new department.

Now may be a good time to prest ror a
new Department because of the public
recognition given to the trade deficit
and dollar problems abroad. Any reor-
ganization proposal encounters Con-
gressional jurisdiction difficulties,
while the longer-range Administration
position on the issue cannot be predict-
ed.

Recommended changes to S. 377
We believe that the bottom line to this analysis regarding an International Trade

and Investment Department proposal comes out clearly on the positive side. There
is now better recognition of the serious international trade problems facing this
country and a growing consensus that strong steps must be taken to help corvect
the continuing prospect of a large national trade deficit. Government reorganization
is not a panacea, but it is a necessary step to complement other policy actions. It is
NAM's position that the consolidation of current international trade and invest-
ment functions into one departmeilt is tte best alternative approach to this prob-
lem. We support passage of the bill (S. 377), but we would like to suggest a few
modifications to it.

The major change which we would recommend for S. 377 is the addition of a
specific ilter-agency coordination mechanism. It must be recognized that even with
the fornltion of DITI, the State and Treasury Departments would still retain
limited basic staffs to deal with major international economic issues, where their
basic governmental role requires that they deal with foreign governments on ques-
tions related to such issues. Other agencies whose role is basically domestic also are
involved in policy matters affecting business abroad. Some examples of such overlap
are the Environmental Protection Agency, the Civil Aeionautics Board, the Nuclear
Regulatory Commission, the Federa' Trade Commission, the Federal Communica-
tions Commission, the Antitrust Division of 'he Justice Department, etc. An inter-
agency policy coordination mechanism seems desirable to tie these agencies into the
policy process, as well as to make certain that DITI takes into account the view-
points of the mainline Departments of State, Treasury, Commerce, Labor, Agricul-
ture, Energy and Defense.
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The inter-agency coordination mechanism et: ld have two levels. First, a coordi-
nating body could be set up in DITI with standing committees in major issue areas
such as international commodity policy, export promotion, trade and investment
negotiations, etc. The regulations governing this inter-'gency body should give clear
policy leadership to DITI, whose staff would act as its Secretariat, thereby enabling
the coordinatoIn mechanism to achieve better policy consistency and effective inter-
national negotiating leavrage.

Some issues, of course, will ultimately need a focal point for White House deci-
sions. This need seems most likely to arise where the issues involve particularly
complex interrelationships between domestic and international economic policy and
in regard to policy items with a high domestic or foreign political content. There-
fore, the second coordination level should involve an international Trade and Invest-
ment Group (ITIG) created in the White House, with appropriate Cabinet-level
membership, but chaired by the DITI Secretary. This Group, with a small staff to
nandle meeting mechanics and the preparation of papers for the President when
necessary, would be designed to insure top-level inter-agency consideration of major
policy issues with an over-all or government-wide focal point that can best be
achieved at the White House.

Some issues obviously still would be susceptible to bureaucratic pulling and
hauling, especially as to whether the decision-making body should be ITIG or the
Economic Policy Group (EPG). However, such conflict probably would be unavoid-
able under any circumstances and the ITIG mechanism at least gives the DITI
Secretary a better advocacy position and a higher degree of expertise regarding
international economic concerns than currently exist in White HIouse councils. In
contrast to a CIEP-type alternative, the ITIG would not be expected to handle the
broad range of mid-level inter-agency issue coordination (this function would be
performed by the DITI-based mechanism). Thus, the narrower mandate of ITIG,
focusing on only important issues unresolved at lower official levels, should allow
sufficient attention to key issues without resort to a large White House staff. This
approach also recognizes that active direct Presidential involvement is a factor
which cannot be assumed on a continuing basis. Therefore, the Group's chairman-
ship is delegated to the DITI Secretary, allowing for discretionary Presidental
participation as warranted, yet giving the Group Chairman more stature than if the
position were held by a sub-Cabinet level appointee.

A second modification to the bill would be to incorporate the International Trade
Commission (ITC) fully into the new department. The ITC could function in the
same semi-autonomous manner as provided i;l the bill for Eximbank and OPIC. We
recognize the legislative history behind a fully independent ITC, but we question if
the rationale would be as valid in the light of a broad reorganization giving one
Cabinet Secretary clear responsibility in the international trade area and specifying
strong Congressional oversight authority of that department's work. We do not
believe it necessary to retain some parts of the ITC's international trade functions
in a fragmented manner outside of a consolidated departmental structure.

Finally, we suggest some further broadening and/or clarification of the proposed
department's authority, specifically in the areas of trade adjustment assistance and
foreigri aid. A DITI should have overall responsibility for and authority over trade
adjustment assistance policy. This change is especially desirable given the probable
relationshtip of trade adjustment assistance programs to any final agreement on a
multilaterl safeguards code. Provision should be made, however, for a delegation of
program implementation authority to other departments, if appropriate. For exam-
ple, the Labor Department logically should administer the worker adjustment assist-
ance programs, but DITI should have full authority over the program's policy
aspects to assure that it fits within a coherent national trade policy. A good model
for this approach is provided in the bill already, where DITI is given authority over
international agreements on agriculture, but many Foreign Agriculture Service
implementation functions are retained by the Agriculture Department. We believe
that the agriculture and trade adjustment assistance programs are sufficiently
specialized that they would benefit from administration within one of the nther
Departments, but DITI should have general international policy authority over both
areas.

In regard to foreign aid, we suggest a limited role for DITI concerning the use of
mixed credits. This is an area where the U.S. is being placed at a disadvantage by
other governments which are able to offer a trade financing package with conces-
sional aid comaponents in it. Perhaps the best way to handle this issue in the bill
would be to add in Section 4 a function specifying that DITI should coordinate the
use of mixed credit arrangements until such time as some effective international
harmonization standards on this practice are established.
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Comments on other reorganization propo)sals
The preceding discussion has covered the benefits of consolidating the govern-

r----t's trade and investment functions and authorities into a Department of Inter-
national Trade and Investment, as well as suggesting some possible improvements
to S. 377. We believe that such a modified proposal represents the best reorganiza-
lion option and urge its serious consideration by the Congress.

Sponsors of the other alternative reorganization proposals in the Senate and the
House should be commended highly for recognizing the pressing need for trade
reorganizationA. NAM's relative enthusiasm or lack thereof regarding these other
options can be measured against the objectives of the preferred best alternative
option outlined above.

Before closing, I would like to make a few comments specifically on the proposal
outlined by the Administration two months ago. Many of the details of that propos-
al, of course, still E.re unclear and we will look forward to studying them closely as
they are developed more fully. However, at least the following assessment can be
made.

Administration proposal
The Adminstration's proposal recognizes inany important problem area.s and

takes several steps toward their resolution. We would support elements of the
proposal which consolidate some of the currently scattered trade functions. In
particular, we support: (1) The consolidation into one office of negotiating authority
over a broad range of international economic subjects; (2) upgrading of the com-
merce Department's sectoral ana. 'sis capability for trade expansion purposes; and
(3) the transfers of most import relief and unfair trade response functions.

The Administration proposal, however, fails to go far enough in meeting the
necessary objectives of reorganization. The proposal puts two agencies in charge of
trade rather than consolidating all responsibilities in a single cabinet department.
As a result, policy and implementation functions are split between a White House
Trade Representative Office and the renamed Trade and Commerce Department.
An even further division of authority occurs when Commerce trade responsibilities
are delegated to an Under Secretary, thereby adding a new actor to the process and
meaning that the Secretary will continue to be occupied by a variety of traditional
non-trade matters.

Vitally important MTN follow-up responsibilities are also split between the Trade
Representative &nd Commerce, so that the negotiators are separated organizational-
ly from investigators, analysts and other staff support functions. The Trade Repre-
sentative is given broader new negotiating responsibilities, but no additional staff to
carry them out. Either these issues will not receive the attention they deserve, or
else there will again be an awkward reliance on staff controlled by other organiza-
tions. One gets the impression that the reason for separating the trade personnel in
this manner may have more to do with considerations regarding the size of the
White House staff rather than economic or good management criteria. We believe
that these trade areas are too important to artificially split policy and negotiations
from analysis and implementation in this manner. Such a division will only be
detrimental to the objectives of sustained, coherent international trade programs.

Several important policy areas also appear to be short-changed in the Adminstre-
tion's proposal. Export expansion is not given priority attention in the new organi-
zational arrangement. International investment policy is fitted within a broadened
agenda for the Trade Policy Committee, but no practical consolidation of authority
or functions is accomplished. Even the transfer of overseas commercial officers to
the Trade and Commerce Department is a partial measure, since it affects only
those officers located in certain foreign countries.

In summary, we believe that the Administration's proposals falls short of the
prompt, forceful action needed to address the country's urgent trade problems. In
the end, trade authorities and functions still would be split unnecessarily. We need
one strong trade policy leader, who has the full implementation resources of a
unified cabinet department, including the negotiating authority to both "reward"
and "punish." The Administration's proposal does not meet this standard and
therefore is significantly weaker than S. 377.

CONCLUSION

Mr. Chairman, I would like to commend you along with your colleagues, for
perceiving the urgent and serious task facing this country in the international
marketplace, and for taking the initiative to begin steps aimed at meeting this
challenge. Certainly a reorganization of governmental functions by itself is not a
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complete answer to our problems, but it is a necessary if not fully sufficient step
toward their solution.

Better national trade and investment policis are needed, but we will stand a
better chance of achieving those policies with a forceful, full time international
trade advocate at the department level than we do now when both authority anid
responsibility are spread throughout the government. Better implementation of
policies also is needed, but again, effective implementation is more likely to come
from a consolidated, integrated government trade department than from scattered
agencies and offices which at times even seem to operate at odds with each other.
NAM supports the consolidation of current government functions into a Depart-
ment of International Trade and Investment.

Mr. VANIK. Thank you.
Mr. Frenzel.
Mr. FRENZEL. I have a single question with two parts. We will

hear from a number of witnesses that there are some differences of
opinion regarding the appropriate way to reorganize trade func-
tions. The first question is, therefore, have you detected differences
among business people and business groups? The next question is,
do you think it is feasible to consider the organization suggestion
by the President or by myself and Mr. Jones as a necessary first
step toward the ultimate solution of a DITI or something compara-
ble?

Mr. WEARLY. I believe, based upon talking to many business ren
personally, that if the question were posed to them, "How do you
think would be the best way to reorganize?" I believe they will
uniformly answer that it should be put in one department. I have
talked to many people about this. I think they will say, "Now if
you are asking what is politically possible, maybe that is not politi-
cally possible,' but I believe underlying every statement would be
one department is needed.

Now I would say to you, sir, that in the shape we are in today in
international trade maybe we have to suppress political expediency
in the interest of getting ourselves back in first class shape as a
trading nation.

Mr. FRENZEL. I think that is a good statement and one in which I
will concur. You will recall that we had an export task force last
year, most of whose suggestions were rejected outright by the
administration. I guess sometimes political expediency is better
than political status quo, and we will do the best we can. We
appreciate very much your testimony and your help in our delib-
eration.

Mr. VANIK. Next is the Chamber of Commerce of the United
States, Irene W. Meister, chairman, subgroup on Government orga-
nization, export policy task force-vice president, international-
American Paper Institute, and Howard Weisberg, director, interna-
tional trade policy.

STATEMENT OF IRENE W. MEISTER, CHAIRMAN, SUBGROUP ON
GOVERNMENT ORGANIZATION, EXPORT POLICY TASK FORCE,
CHAMBER OF COMMERCE OF THE UNITED STATES
Mrs. MEsrmER. I am Irene W. Meister, vice president, internation-

al, American Paper Institute, and member of the export policy task
force of the Chamber of Commerce of the United States. I am also
chairman of that task force's subgroup on Government organiza-
tion which was established recently to amplify the chamber s posi-
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tion on government reorganization for the conduct of international
economic policy.

With me is Mr. Howard Weisberg, director of international trade
policy for the national chamber. As you know, the chamber repre-
sents a membership of over 83,000 organizations ranging from
small to large members.

The national chamber, Mr. Chairman, has a longstanding inter-
est in government organization for the effective development and
implementation of international economic policy. This committee
knows well how supportive the chamber has been during the MTN
and how actively it worked for the passage of the Trade Agreement
Act of 1979. An important element of the post MTN era is the
effective organizational framework within which the agreements
are to be implemented and new trade policies developed, coordinat-
ed, and enforced. To realize the goal of trade expansion, the United
States must first have a continuing commitment on the part of the
President and the Congress to trade as a national priority and
second a streamlined administration of international economic
functions.

Our numerous trade Froblenlm are due in part to insufficient
leadership toward a greater national export consciousness, to dis-
couragement on the part of potential and current exporters caused
by the lack of clear trade policies, and tc- the splintering of prior-
ities within different departments of the Federal Government.

Because our trade with other countries has a major impact on
the domestic economy, the scope of any meaningful reorganization
of the trade-related functions should take into consideration the
full range of international economic policy, together with its rami-
fication for domestic policies and for overall foreign policy, instead
of being limited to the management of export- and import-related
problems per se.

Prior to the submission of a reorganization plan by the adminis-
tration on July 23, the chamber advocated the establishment of the
position of Assistant to the President for International Economic
Policy-we called it IEPA for short-who would be responsible for
the formulation, coordination, and, in certain limited and specific
areas, implementation of international economic policy. This indi-
vidual would work in tandem with a similarly designated person
for domestic economic policy and with other cabinet members to
insure a proper balance of U.S. domestic economic, international
economic, and foreign policy objectives. He would function within
an overall congressional and Presidential commitment to the im-
portance of international economic policy and would have the pri-
mary responsibility for advising the President in this area. The
chamber testified on this particular point before the Senate Gov-
ernment Affairs Committee on July 26.

As in the case of the STR, who is presently accountable to the
President and Congress, the TEPA would be similarly accountable.
Thus, an important element of congressional oversight over trade
would be retained. In our written statement, Mr. Chairman, we
spell out specific areas of responsibility which IEPA should have.

We have developed a list of 10 objectives that should be met for
an effective trade reorganization, and we evaluated the various
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reorganization proposals within that framework. I would like to list
these 10 criteria.

One, there must be effective coordination between domestic and
international economic policy and between international economic
policy and foreign diplomatic policy.

Two, the trade administering bodies must have the strong confi-
dence of, and be receptive to, inputs from the private sector-
including industry, agriculture, labor, and consumers.

Three, the bodies administering trade activites must have the
ability to attract first-rate people.

Four, follow-up to the MTN agreements must be vigorous and
timely, requiring a strongly motivated, permanent, and profession-
al negotiating cadre.

Five, the heads of the bodies administering trade activities must
be directed to upgrade trade issues to higher levels of decision-
making authority and to commit the resources that are essential to
policy implementation.

Six, in the development of trade policy, balance must be main-
tained between export and import interests.

Seven, policy development and administration must deal compre-
hensively with all segments of international economic policy, in-
cluding, but not limited to: trade expansion; international invest-
ment; monetary and foreign aid activities as they relate to trade;
service sector trade; export finance; energy trade; trade regulation;
trade-related taxes; and the extraterritorial reach of U.S. trade
laws.

Eight, trade policy should reflect long-term strategic planning as
well as responses to current conditions.

Nine, international trade requires a strong, broadly-based export
finance and credit institution to meet effectively the competitive
conditions faced by U.S. exporters.

Ten, the role of the private sector advisory committees, estab-
lished to enhance the knowledge of the U.S. negotiators in the
MTN, should be continued and expanded into the formulation of
trade policy.

To meet these criteria, substantial changes will be required in all
departments and agencies with responsibility for international eco-
nomic policy.

We evaluated the Administration's proposal of July 23 in terms
of the chamber's 10 criteria just outlined. In principle, we support
the administration's initiative and are especially pleased with the
expanded roles of the U.S. Trade Representative and the Trade
Policy Committee as a promising step in the direction of the cham-
ber's recommendations. We still have several serious reservations,
however, about the plan caused, to a considerable degree by the
fact that the plan in its outline form lacks specifics for defining: (a)
the mechanics of coordination between trade and international
monetary and investment policies; and (b) the details on reorgani-
zation of the enhanced STR and the Commerce Department.

Within the framework of the chamber's 10 reorganization crite-
ria, we would like to make the following additional observations
and recommendations with respect to the administration's propos-
al:
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One, we recommend that a greater emphasis be placed on the
development of policies, as a key function of the Trade Representa-
tive. In this role of policy development, close collaboration with the
chief domestic economic policy formulator is essential, as well as
with the Department of State which has the overall responsibility
for U.S foreign policy. Along with the Trade Representative's per-
manent negotiating functions should go a permanent, professional
negotiating cadre.

Two, the administration's plan should make it clearer that the
Trade Representative, in his role as chairman of the Trade Policy
Committee, would be responsible for seeing that trade policy re-
flects long-term planning.

Three, the proposed Trade Policy Committee could be an effec-
tive instrument for maintaining a balance between the export-
oriented and import-impacted industries, but greater emphasis
should be placed on the need for cooperation and clearly defined
relationships among agencies involved in international economic
policy.

Four, because the Commerce Department has responsibilities for
both domestic and foreign commerce, the enhancement of its trade
role is consistent with the need for coordination between domestic
and international ecomomic policy. On the other hand, the admin-
istration needs to demonstrate that along with the transfer of
additional responsibilities to Commerce goes a commitment, as well
as ability on the part of the Department, to be fully responsive to
the needs of U.S. industry. The mere changing of the Department's
name and the broadening of its jurisdiction is insufficient.

Five, upgrading the quality of the staffs of all agencies concerned
with trade and international investment is essential. A new mecha-
nism to achieve this goal should be clearly spelled out in the
administration proposal. The most effective structural changes in
the trade bureaucracy will be abated by substandard staffing. The
Commerce Department has a history of problems in this area.

Six, the Secretary of Trade and Commerce has many responsibil-
ities in areas unrelated to trade which diminish the Secretary's
attention to the trade matters. Although the administration's pro-
posal attempts to remedy this situation by the establishment of the
post of Under Secretary of Trade, there is still a need for emphasiz-
ing a clear commitment on the part of the Secretary of Trade and
Commerce to trade objectives.

Seven, given the present effectiveness of the Export-Import
Bank, leaving this function largely unchanged, we believe, is a wise
decision. The designation of the Secretary of Trade and Commerce
ai an ex officio nonvoting member of the Eximbank Board should
provide a degree of policy coordination between export promotion
and financing. We do wonder, however, if there should not be some
kind of "dotted-line" relationship to the Trade Representative for
policy issues. The administration proposal also fails to provide the
link to the other trade-related financial institutions.

Eight, the administration plan fails to mention a specific mrecha-
nism to assure continued and timely input from the private sector.
The chamber recommends that the role of the private advisory
comimittees established by the Trade Act of 1974, and reconfirmed
by the Trade Act of 1979, be expanded through the reorganization
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plan to include input toward policy formulation for trade and
International investment. We also recommend that there be clear
accfss on the part of the advisory committees both to the Com-
merce Department and to the Office of Trade Representative.

Nine, we emphasize that the success of the new undertaking will
depend upon the cooperation among agencies, which can only be
enforced by the President. It is essential that the clearest of mecha-
nisms be established for a continuing consultation at the top as
vell as at the working level among the Office of Trade Representa-
tive and other involved cabinet departments.

In conclusion, Mr Chairman, the fact that the national cham-
ber's remarks have focused exclusively on the administration's
plan does not mean that we do not find merit in some of the
legislative proposals for trade reorganization. We feel strongly,
however, that the reorganization authority granted the President is
a politically more feasible approach than the legislative route.
Therefore, we urge that the administration, the Congress, and the
private sector work together to develop a mutually satisfactory
plan. We would rather have this process take a few extra months
than end up with a trade reorganization shaped more by politics
than by trade realities.

If the United States is to obtain maximum benefits from the
MTN, so vital toward redressing our serious international payment
situation, effective coordination and administration of our interna-
tional economic policies should indeed be a top national priority.
Congressional participation in the reorganization process is essen-
tial, and we commend the House Trade Subcommittee for taking
the necessary initiative.

Thank you, Mr. Chairman.
[The prepared statement follows:]

STATEMENT OF THE CHAMBER OF COMMERCE OF THE UNITED STATES

I am Irene W. Meister, Vice President, International, of the American Paper
Institute and a member of the Export Policy Task Force of the Chamber of Com-
merce of the United States. I am also chairman of that Task Force's Subgroup on
Government Organization which was established recently to amplify the Chamber's
position on government reorganization for the conduct of international economic
policy. With me is Howard Weisberg, Director of International Trade Policy for the
National Chamber. The Chamber represents a membership of over 83,000 small,
medium, and large businesses, 1,270 trade associations, and over 2,600 state and
local chambers of commerce.

The National Chamber supports, in principle, the Administration's reorganization
proposal, but we have reservations which I will detail shortly. I will also offer
recommendations pertinent to the Administration's proposal.

BACKGROUND

The Chamoer of Commerce of the United States has a longstanding interest in
government organization for the effective development and implementation of inter-
national economic policy. We have participated in many of the congressional and
executive branch considerations of the subject since the days of the Reciprocal
Trade Agreements Act of 1934. More recently, in 1974 the National Chamber
appointed a working group to develop recommendations for organizational changes
in the context of the ongoing Commission on the Organization of the Government
for the Conduct of Foreign Policy. Its conclusions, though made in reference to the
now defunct Council on International Economic Policy, were substantially in line
with those we are presenting today.

The Chamber vigorously supported approval of the Tokyo Round of the multilat-
eral trade negotiations (MTN) as an essential step toward a freer world trading
environment in which the U.S. economy can prosper. The National Chamber also
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has been active in the development of the MTN implementing legislation and
worked for the passage of the Trade Agreements Act of 1979.

The signing of the MTN agreements and the passage of the implementing legisla-
tion, however, are only the beginning of a new trade era-one which will require
different tools and fresh approaches in international economic policy. We agree with
Ambassador Robert Strauss that without effective implementation, the MTN agree-
menita would be worth very little. An important element o' the post-MTN era will
be the effective organizational framework within which the agreements are to be
implemented and new trade policies developed, coordinated and enforced. Presently,
there are too many voices, often unorchestrated, dealing with international econom-
ic policy for this country. This situation is not conducive to optimizing our trade
performance.

The Carter Administration has raised export expansion to a national priority
level and, by its growing legislative efforts in the trade area, it is clear that
Congress feels a sense of urgency on trade issues. To realize the goal of trade
expansion, the United States must have: (a) continued commitment to trade as a
national priority on the part of the President and the Congress; and lb) a stream-
lined administration of international economic functions. The latter, in turn, re-
quires a strong policy development and coordinating body for international econom-
ic policy, whose head would have direct access to the President and a link to the
Congress.

Our trade deficit, currently well in excess of $30 bi.son for each of the past two
years, and the drop in the U.S. share of world exports to 12 percent from 21 percent
in 1957 are illustrative of the decline in U.S. trade performance. These problems are
due in part to insufficient leadership toward a greater national export conscious-
ness, to discouragement on the part of potential and current exporters caused by the
lack of clear trade policies, and the splintering of priorities within different depart-
ments of the federal government. To overcome these shortcomings, a reorganization
of the government's international trade policy machinery is a necessary first step.

The underlying principle behind any reorganization effort must be a recognition
that international trade is an integral part of both overall economic policy and
foreign deplomatic policy and cannot be viewed in a vacuum. Just as the world has
become more economically interdependent, so has our domestic economy become
significantly affected by our trade with other countries. The positive multiplier
effect of exports on the domestic economy is often overlooked or underestimated
Successful international economic policy must evolve within a framework that takes
fully into account the impact on the domestic economy of present and future import
and export flows. In addition, the fact that trade is international brings it within
the realm of foreign policy.

It follows, therefore, that the scope of any meaningful reorganization of the trade-
related functions of government should take into consideration the full range of
international economic policy, together with its ramifications for domestic policies
and for overall foreign policy, instead of being limited to the management of export
and import-related programs per se.

ASSISTANT TO THE PRESIDENT FOR INTERNATIONAL ECONOMIC POLICY

Prior to the submission of a reorganization plan by the Administration on July
23, 1979, the Chamber of Commerce of the United States advocated the immediate
establishment of the position of Assistant to the President for International Eco-
nomic Policy (IEPA), w-o would be responsible for the formulation, coordination
and, in certain limited and specified areas, implementation of international econom-
ic policy. This individual would work in tandem with a similarly designated person
for domestic economic policy and with the Secretary of State to ensure a proper
balance of U.S. domestic economic, international economic and foreign policy inter-
ests. He would function within an overall congressional and presidential commit-
ment to the importance of international economic policy and would have the prima-
ry responsibility for advising the President in this area. The National Chamber
testified on this point before the Senate Governmental Affairs Committee on July
26.

The establishment of an IEPA position could be handled within the existing
framework of the positior of the Special Trade Representative (STR), but it should
be of a higher order than was originally conceived in the Trade Act of 1974. As in
the case of the STR, who is presently accountable to both the President and the
Congress under the Trade Act of 1974, the IEPA Would be similarly accountable.
Thus, an important element of congressional oversight would be retained.

The IEPA should be responsible for policy development and coordination in such
areas as: East-West trade; North-South trade (commodities); energy trade; trade
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regulation; export finance; trade expansion; trade-related taxes; international in-
vestment; service sector trade; science and technology transfer; and monetary and
foreign aid activities as they relate to trade and investment. We recommended that
input from all of the relevant agencies be coordinated through IEPA chairmanship
of a cabinet-level international economic policy committee.

The IEPA also should be responsible for the negotiation and implementation of
all multilateral and bilateral trade negotiations. He must have a highly qualified
analytical and negotiating staff to carry out his functions.

The Administration proposal concerning the new role of the U.S. Trade Repre-
sentative appears to be a promising step in the direction of the National chamber's
recommendation. We strongly support this aspect of the proposal, but recommend
that greater emphasis be placed on the development of policies as a key function of
the Trade Representative. In this role of policy development, close collaboration
with the chief domestic economic policy formulator is essential, as well as with the
Department of State which has the overall responsibility for U.S. foreign policy. We
also recommend that the Trade Representative's responsibilities be defined to cover
international economic policy, rather than just trade.

OBJECTIVES FOR AN EFFECTIVE REORGANIZATION

Th following list of ten objectives that should be met for an effective trade
reorganization were developed by the National Chamber to evaluate the various
reorganization proposals:

(1) There must be effective coordination between domestic and international eco-
nomic policy and between international economic policy and foreign diplomatic
policy.

(2) The trade administering bodies must have the strong confidence of, and be
receptive to inputs from, the private sector-including industry, agriculture, iabor
and consumers.

(3) The bodies administering trade activities must have the ability to attract first-
rate people.

(4) Follow-up to the MTN agreements, as well as to ongoing multilateral and
future bilateral and multilateral negotiations, must be timely and vigorous, requir-
ing a strongly motivated, permanent and professional negotiating cadre.

(5) The heads of the bodies administering trade activities must be directed to
upgrade trade issues to higher levels of decision-making authority aild to commit
the resources that are essential to policy implementation.

(6) In the development of trade policy, balance must be maintained between
export and import interests.

(7) Policy development and administration must deal comprehensively with all
segments of international economic policy, including, but not limited to: trade
expansion; international investment; monetary and foreign aid activities as they
relate to trade; service sector trade; export finance; energy trade; trade regulation;
trade-related taxes; and the extraterritorial reach of U.S. trade laws.

(8) Trade policy should reflect long-term strategic planning as well as responses to
current conditions.

(9) International trade requires a strong, broadly-based export finance and credit
institution to meet effectively the competitive conditions faced by U.S. exporters.

(10) The role of the private sector advisory committees, established to enhance the
knowledge of the U.S. negotiators in the MTN, should be continued and expanded
into the formulation of trade policy.

To meet these criteria, substantial changes will be required in all departments
and agencies with responsibility for international economic policy.

THE ADMINISTRATION PROPOSAL

We evaluated the Administration's proposal of July 23 in terms of the National
Chamber's ten criteria just outlined. In principle, we support the proposal and are
especially pleased with the expandr-d roles of the U.S. Trade Representatives and
the Trade Policy Committee. We still have certain reservations about the plan,
however, caused to a considerable degree by the fact that the plan in its outline
form lacks specifics for defining: (1) The mecha-ics of coordination between trade
and international monetary and investment policies; and (2) The details on reorgani-
zation of the enhanced Commerce Department.

Within the framework of the National Chamber's ten reorganization criteria, we
would like to make the following additional observations and recommendations with
respect to the administration's proposal:
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(1) Because the Commerce Department has responsibilities for both domestic and
foreign commerce, the enhancement of its trade role is consistent with the need for
coordination between domestic and international economic policy. On the other
hand, the Administration needs to demonstrate that along with the transfer of
additional responsibilities to Commerce goes a commitment on the part of that
department to be fully responsive to the needs of U.S. industry. The mere changing
of a department's name and the broadening of its jurisdiction is insufficient.

(2) Upgrading the quality of the staffs of all agencies concerned with trade and
international investment is essential. A new mechanism to achieve this goal should
be clearly spelled out in the Administration's proposal. The most effective structural
changes in the trade bureaucracy will be abated by substandard staffing. The
Commerce Department has a history of problems in this area.

(3) Along with the Trade Representative's permanent negotiating functions should
go a permanent, professional negotiating cadre.

(4) The Secretary of Trade and Commerce has many responsibilities in areas
unrelated to trade which diminishes the Secretary's attention to trade matters.
Although the Administration's proposal attempts to remedy this situation by the
establishment of the post of Undersecretary for Trade, there is still a need for
emphasizing a clear commitment on the part of the Secretary of Trade and Com-
merce to trade objectives.

(5) An underlying objective of the reorganization plan should be a commitment to
a balance between export and import interests. The proposed Trade Policy Commit-
tee could be an effective instrument for maintaining this balance. The need for
cooperation and clearly defined relationships among agencies involved in interna-
tional economic policy should be emphasized.

(6) The Administration's plan should make it clearer that the Trade Representa-
tive, in his role as chairman of the Trade Policy Committee, would be responsible
for seeing that trade policy reflects long-term planning in addition to response to
current conditions.

t7) Given the present effectiveness of the Export-Import Bank (Exim), leaving this
function largely unchanged is a wise decision. The designation of the Secretary of
Trade and Commerce as an ex officio nonvoting member of the Eximbank board
should provide a degree of policy coordination between export promotion and financ-
ing. We do wonder, however, if there should not also be some kind of "dotted-line
relationship" to the Trade Representative for policy issues. The Administration
proposal is also lacking to the extent that it fails to provide for the other trade-
related financial institutions.

(8) The Administration's plan fails to mention a mechanism to assure continued
and timely input from the private sector. The value of private sector input in trade
negotiations and policy formation has been demonstrated during the multilateral
trade negotiations (MTN). The National Chamber recommends that the role of the
private sector advisory committees established by the Trade Act of 1974 for thelMTN, and reconfirmed by the Trade Act of 1979, be expanded through the reorgani-
zation plan tc include input toward policy formation for trade and international
investment.

(9) The success of the new undertaking will depend upon the cooperation among
agencies, which can only be enforced by the President. It is essential that the
clearest of mechanisms be established for a continuing consultation at the top as
well as the working level among the Office of the Trade Representative and the
Departments of Commerce and State.

CONCLUSION

The fact that the National Chamber's remarks have focused exclusively on the
Administration's plan does not mean that we do not find merit in some of the
legislative proposals for trade reorganization. We feel strongly, however, that the
reorganization authority granted the President is a politically-more-feasible ap-
proach than the legislative route. Legislative proposals are likely to be delayed by
conflicting committee jurisdictions. Therefore, we urge the Administration, the Con-
gress and the private sector to work together to develop a mutually satisfactory
plan. We would rather have this process take a few extra months than end up with
a trade reorganization shaped more by politics than by trade realities.

The United States attained substantial improvements in the international trading
environment through the multilateral trade negotiations and congressional partici-
pation in the trade negotiation process has been an important ingredient in the
successful outcome. If the United States is to obtain maximum benefits from the
MTN, so vital toward redressing our serious international payments situation, effec-
tive coordination and administration of our international economic policies should
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be a top priority. Congressional participation in the reorganization process is essen-
tial, and we commend the House Trade Subcommittee for taking the necessary
initiative.

Mr. GIBBONS [pi esiding]. Thank you, Ms. Meister. It is a pleasure
to see you back. I know you have been busy with these negotiations
and I know the effective role that you played in the leadership that
led to all of this.

As I understand it, you would like a stronger program than
apparently the administration is putting forward. one that has
more centralized authority and more clout, but you say that the
political realities and the necessity for taking action would lead
you to support their plan if their plan measures up to your expec-
tations. Am I correct in that?

Ms. MEISTER. We feel, Mr. Chairman, that with the specific rec-
ommendations that we have made in our testimony the most im-
portant thing is the policy part of the plan. Mere shifting of re-
sponsibilities within the departments is not going to solve the
problem, and, therefore, the chamber concentrated most of its at-
tention on the development of recommendations for an effective
policymaking body. This is what we are emphasizing in our pro-
posal.

Mr. GIBBONS. Now one of the things that struck me about the
present STR office is that they had to operate with a lot of bor-
rowed personnel from the different agencies. It s my personal
belief that you don't get the kind of policy-I started to call it
loyalty but that sometimes can be misconstrued. The borrowed
personnel obviously recognize the fact of life that eventually they
are going back to their mother agency and they are going to feel
some very close kinship to that and to some extent reflect the
views of their future boss or the future agency that they will have
to work with. Now am I wrong in that approach to them in this
problem?

Ms. MEISTER. Well, Mr. Chairman, it would be impossible for us
to say that you are wrong, since one of our recommendations
specifically stresses the point that there must be a permanent body
of experienced professionals working in the new Office of the Trade
Representative. We consider proper staffing an indispensable ingre-
dient for that office if it is to be responsible for policy formulation.
We totally support your position on that.

Mr. GIBBONS. Now how do you believe that the new enhanced
STR, we will call it, is going to be able with the small 54 person
staff that he has now, a questionable sized staff-how can he really
get the cooperation of these other agencies and the action of the
other agencies?

Ms. MsEITER. Well, Mr. Chairman, first of all, we didn't focus on
the specific number of people. But since the Trade Representative's
Office will have assigned to it new responsibilities by the present
proposal, obviously they will have to increase the key senior profes-
sional staff. The job could not be done with the borrowed staff, or
their problems will continue.

The question of coordinating, of course, will depend on how seri-
ously that point is taken by the chief executive, the President. If he
will lend his full support to the need for coordinating the interna-
tional trade function, then the Trade Representative will have this
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major tool available to him. Under our recommendation, he will be
responsible to both the President and the Congress. Success will
depend on the President's making trade enhancement a true na-
tional priority. This is essential.

Mr. GIBBONS. One of the things that I have observed is that in
these high-level cabinet positions that really the cabinet members
do not attend the meetings most of the time and they delegate that
responsibility to some subordinate and that subordinate goes there
and that subordinate really can't make a decision. He has got to
take that back to his boss and the boss will finally make the
decir on, maybe, and it won't be based upon the group dynamics of
the meeting but it will be based upon a series of memorandums
that are finally read and digested and to some extent understood. I
am afraid that there just will not be the kind of follow through, the
team spirit, that we need at the trade level if we follow the propos-
al that has so far been put forward by the President. Now I would
like to have your comment on that.

Ms. MEISTER. Mr. Chairman, again I fall back on the point that if
the administration is serious in giving real attention to that policy
of coordinating, then the boss, the President, will have 2, -we to it
that the responsibilities are not delegated in the poi 'ymraking
function down the line and that the new STR has sufficient clout
through his link to the White House to enforce atter nce by the
relevant cabinet members when matters of nation, ! i.nportance
are being discussed. This is the only way that coordination can be
achieved. I don't know whether any other form of organization
would improve that particular method of operation because, re-
gardless of what the format is, cooperation of other agencies will be
totally essential no matter how you look at it. I don't know that
you can resolve it except through a total commitment on the part
of the President.

Mr. GIBBONS. Well, you know, I will tell a story out of school now
and I hope that former President Johnson will forgive me for doing
this but I think it illustrates a point and it is one that was burned
into my mind indelibly. I was in a conversation one day with him
and some of his subordinates and it was not a matter that I was
particularly interested in but it was obvious that the President was
interested in it and he just bore right in. He said so the person
involved, how many times have I got to ask you or tell you to get
something done? You know, he said, I had this problem with you
and I have it with all the rest of the bureaucracy and I don't know
why I have so much trouble.

I don't know of any President who was any more determined
than Lyndon Johnson and knew how to make people jump than
Lyndon Johnson. Really, when you hear that from a man with the
awesome powers that he had aid the person:,el he had-and it was
not a civil service person who was involved. It could have been a
person in oa department-to express the frustration he did in get-
ting them to move and get action out of them.

I am A.fraid that the STR office had a unique personality in-
volved in Bob Strauss. I have seen other STRs and they could not
get the ball rolling. Maybe it was just coming together with a lot of
portions in history that made it possible for Bob Strauss to get it
rolling, but-looking down the road, giving a man a gavel and
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giving him access to the President is not particularly going to get
the job done when he has got to coordinate these particular func-
tions. I recognize that politically it is going to be better to let them
go through the Presidential reorganization process and the legisla-
tive process. But as so many people have said we are in such dire
shape as far as international trade is concerned we have got to do
some very dramatic and some very determined things. I just hope
this new enhanced STR that we have does not end up with a gavel
and a pen and not much other power than that, because I am very
skeptical that he is going to be able to deal with even under
secretaries and get much accomplished when it comes to coordinat-

inr. Frenzel.
Mr. FRENZEL. I want to thank the witness, too. She has been one

of our most trusted and valued advisors over the years. We do
appreciate your help.

I think what you have done, however, is to point out how impos-
sible our chore is. I think you have set standards that are much too
high for us to achieve, just as the previous witness did. We: are
going to do our best, and we are going to hope to make some
improvements, but we are not going to scale Mount Everest in this
adventure. I hope the private sector does not believe that we have
that capability.

I am amused at your specification that we need to have a perma-
nent professional negotiating cadre, look at what happened to our
present STR. Strauss was promoted to the White House. Alan
Wolff went into private iife. Dick Rivers, who testified before us
this morning, is moving on to private practice. We pay the chief
executives of corporations that annually lose millions of dollars
m, we in bonuses than we pay the people who are supposed to
negotiate complicated international agreements for us.

I think you have asked an awful lot. We are going to do our best.
We will try to measure up to some of your aspirations but don't
hold it against us if we don't quite make it.

Thank you very much.
Ms. MEISTER. Thank you.
Mr. GIBBONS. Thank you so much.
Our next witness is Mr. Robert L. McNeill, executive vice chair-

man of the Emergency Committee for American Trade.
Mr. McNeill comes to us with a rich background in trade, having

served with distinction during the earlier negotiations in GATT.
Mr. McNeill, you may proceed as you wish.

STATEMENT OF ROBERT L. McNEILL, EXECUTIVE VICE
CHAIRMAN, EMERGENCY COMMITTEE FOR AMERICAN TRADE
Mr. McNEILL. Mr. Chairman and members of the committee, I

am pleased to be with you today i;o present a statement just adopt-
ed by the members of the Emergency Committee for American
Trade on government trade reorganization. The statement is as
follows:

The members of the Emergency Committee for American Trade
welcome President Carter's recent proposals for reorganization and
strengthening of the Federal Government's international trade
functions. We have examined them and we support them as neces-
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sary steps to help insure effective implementation of the interna-
tional trading rights and obligations of the United States.

While a number of ECAT's members would have preferred great-
er consolidation of the Government's international commercial
functions than that proposed by the President, we feel that a sound
first step has been recommended and that it provides the organiza-
tional nucleus for future improvements.

We should like to offer two recommendations. First, we are par-
ticularly concerned that the responsibility for centralized develop-
ment of international commercial policy appears to be slighted in
the President's proposal. It would assign coordination and negotia-
tion responsibilities to the U.S. Trade Representative and oper-
ational and implementational support responsibilities to a newly
constituted Department of Trade and Commerce. Other agencies
would continue their appropriate trade responsibilities. Our recom-
mendation would be to give the U.S. Trade Representative clear
responsibility for policy formulations and further responsibility for
its implementation, including oversight responsibility for regula-
tions as they affect international trade to insure their consistency
with our GATT and other international trade commitments. This
necessarily would provide the Trade Representative with authority
for the policy content of some programs primarily administered by
other departments and agencies, but we believe this necessary for
the conduct of sound commercial policies.

Mr. GIBBONS. Excuse me, I have to go vote.
[Whereupon, a short recess was taken.]
Mr. GIBBONS. The hearing will resume.
Mr. McNEILL. Second, we strongly support President Carter's

proposal that responsibility for coordinating international invest-
ment policy be placed under the newly constituted Trade Policy
Committee and recommend that U.S. tax policy and other policies
such as antitrust that relate to international business explicitly be
included. The international competitiveness of American industry
is vitally affected by such policies.

The proposals of the Carter administration, for example, to elimi-
nate DISC, the foreign tax deferral provisions and to modify the
foreign tax credit would severely harm the competitiveness of U.S.
industry with consequent damage to domestic employment and to
the U.S. balance of payments. And yet, these proposals are made at
the same time that the President exhorts American industry to
increase its exports. This kind of policy inconsistency could be
detected, discussed a.id possibly avoided under effective Trade
Policy Committee coordination and supervision.

In light of the proposed new responsibilities of the U.S. Trade
Represe*ntative, we would hope that the President would include
him as a key member of the administration's top economic advsory
team.

We further hope that Congress will act expeditiously on trade
reorganization proposals.

Most members of the ECAT task force that recommended the
above statement to our general membership were skeptical about
creation of a new cabinet trade department for a variety of rea-
sons. Among them was the belief that functions taker,, from exist-
ing departments and transferred to a new one would soon be
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replicated in the department from which taken, since each of them
has a valid departmental interest in foreign trade. On the other
hand, all members felt a need for an improved government struc-
ture to monitor and enforce U.S. rights and obligations under the
new international trade codes, to develop and effectively coordinate
consistent U.S. trade and investment policies, and otherwise to
assist and promote U.S. exports.

The President's July 19, 1979, reorganization proposal poses a
host of organizational and program questions. We look forward to
seeing the details.

Thank you, Mr. Chairman.
Mr. GIBBONS. 1 agree we cannot decide on how to vote until we

look at the details of it.
That has been the reason for some of my questions today, to try

to pin down just what is going to be the role and scope of the job of
this new enhanced STR that we have. Like you, I feel that we are
going to have to have a very close coordinating of not only our tax
policy and our antitrust policy-and by the way I think our anti-
trust policy is obsolete as far as it applies to foreign trade and I
believe that our business interest should be allowed to get together
overseas as long as it does not adversely impact upon our domestic
competitiveness and so I generally support what you have to say
there.

I think practically speaking it would take the Congress a long
time to pass a bill and probably we may not come out with as good
a bill as the President is going to put forward and so I am hoping
that his proposal will at least meet my minimum specifications.
You may comment on that if you wish. We are certainly glad to
have had you here today. I know cf your deep inte-9t and long
time expertise in this matter.

Mr. McNEILL. Thank you very much, air. I am in full agreement
with what you said and I have nothire further to state.

Mr. GIBBONS. Thank you sir.
Our next witness will be the U.S. Council of the International

Chamber of Commerce, Mr. W iliPm Walker, a longtime friend of
ours who will be here to speal, "or the international chamber.

STATEMENT OF WILLIAM N. WALKER, VICE CHAIRMAN, COM-
MERCIAL POLICY COMMITTEE, U.S. COUNCIL OF THE INTER-
NATIONAL CHAMBER OF COMMERCE
Mr. WALKER. Thank you, Mr. Chairman. It is a great pleasure for

me to be back before the Trade Subcommittee.
Let me introduce myself for the record. I am William N. Walker.

I am a partner in a New York City law firm and appe.r this
afternoon in my capacity as vice chairman for commercial policy of
the U.S. Council of the International Chamber of Commerce.

I have a prepared statement which I will submit for the record,
Mr. Chairman.

Mr. VANIK. It will be admitted and you may proceed as you wish.
Mr. WALKER. I von't burden you and the committee with a

recitation of all wn. Dioir ts but let me take as a point of departure a
number of the questions that you have raised during the course of
the morning, Mr. Chairman, because I think they tend to point at
the specific problens which we see with the administration's pro-
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posal. While we share the general consensus that reorganization is
necessary, we have some concerns about the proposal that has been
made.

During the course of the morning you asked of one witness how
it was that Bob Strauss was able to pull off the success that he did
pull off with the MTN. To be sure, as you pointed out, Bob Strauss
is a flamboyant personality and his personal capabilites played an
important role but I would suggest there are institutional arrange-
ments that made it possible for those qualities to bring about the
results that they did and in fact I would say that these same
institutional characteristics enabled Fred Dent in the Ford admin-
istration to administer the MTN in a coherent and a nondisorgan-
ized way. In fact I would argue, really, Mr. Chairman, that the
STR's role in administering the MTN represents itself the only
area of U.S. trade policy which has in recent years been conducted
in a coordinated and respot_ -e way and that has an institutional
base which I would describe as follows.

Fi-st, that the STR has the designated statutory responsibility
for coordinating diverse views. That authority really extended only
to the MTN. We are now talking about including in the STR a
whole range of other activities and it seems to me crucial that the
reorganization plan make it plain that the STR has a single sole
responsibility for these trade policy issues that fall within his
jurisdiction and that in my view is the first weakness of the admin-
istration proposal. I believe also the proposal advanced by Mr.
Jones and Mr Frenzel dilutes responsibility among the STR. the
Secretary of Commerce and the Undersecretary of Commerce and
that to the extent that there is an overlap and a confusion of roles
as there inevitably will be with that kind of separation then it
seems to me that one of the prime objectives of the reorganization
is undermined.

Second, having in addition to the responsibility for coordinating
the views of the various governments acting through the trade
policy staff committee and the trade policy review group and so on,
the STR then had the authority to implement that policy so that
policy formulation and implementation were married, not separat-
ed. The STR had the responsibility for conducting the negotiations
in Geneva acting through a deputy STR that carried out the
instructions developed through the interagency process and there
was no way to end run the system.

More than that there was an important element of public ac-
countability. The Congress and private interest groups and mem-
bers of the public all knew where the responsibility lay, it lay with
the STR, and that also I think is important in terms of the dealings
with foreign governments and they knew that they had to deal
with the STR and had a much more difficult time in going around
to other agencies in Washington, as they of course do, to "end run"
the system from their standpoint.

So the second drawback that we see in the administration pro-
posal and in the Jones/Frenzel approach is separating policy from
implementation. In my view, Mr. Chairman, that is a very serious
flaw and the most serious flaw because if STR is to be given the
additional responsibilities that are contemplated really by all of
the proposals and expansion of its role which we support, it clearly
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needs more people to be able to do that job. Otherwise, if it does
not have the additional people, it is going to be forced to delegate
responsibility to other agencies, it will be forced to rely upon
borrowed employees, and the opportunities will be ripe for end
running the system and for a breakdown in the interagency coordi-
nating process and we will be right back with the kind of diffusion
and confusion of roles which led to the desire for reorganization in
the first place.

So I would argue that if you have got the expanded policy re-
sponsibility you need the added implementation authority which in
turn means more people. Inevitably if the STR is located in the
Executive Office of the President, there is going to be pressure for
a whole variety of reasons to hold down the number of people and
we have seen that in the testimony this morning. I had hoped, Mr.
Chairman, that you might be able to point down OMB a bit more
as to how many people they are going to be able to make available
to STR. The number of 60 or fewer that was contained in their
proposal strikes me as hopelessly unrealistic and even twice that
many strikes me as being inadequate.

So having followed this analysis I go along with the approach
that 4,995 would create STR as a separate agency within the execu-
tive branch but no longer in the Executive Office of the President.
I would have to say to you in all candor that there is some differ-
ence of view on this within the council but there are a number of
us who feel very strongly with the notion that being a part of the
Executive Office of the President confers additional access and
authority upon the STR is greatly exaggerated, that the mystique
of being a part of the Executive Office of the President is vastly
overrated in my view.

What is necessary is for the individual who has the responsibility
to have the statutory authority and the staff capability to carry on
the job. Obviously anyone who has this responsibility is going to
naturally have that stature in part because of the statutory author.
ity that he wields but the point is that the special trade agency as
the Gillis-Long bill would characterize it could then have a critical
mass of-he proposes 400 bodies and that strikes us as a reasonable
figure to carry on the extensive responsibilities that are charged
with developing policy forms so that you would have this marriage
that I have spoken of as of policy responsibility and implementa-
tion.

Finally, I have the view that it would be desirable to include
within that special trade agency the responsibility for administer-
ing the antidumping and countervailing duty status. Congressman
Downey earlier today was inquiring about that and to be sure an
argument can be made that separating enforcement from adminis-
tration makes sense. I think it is correct when Congressman
Downey suggested that inevitably the decisions that are rendered
in antidumping and countervailing phases are political; that is to
say, the most important of them have very serious diplomatic
ramifications that simply can't be ignored. They figure prominent-
ly in bilateral and multilateral discussions which the Government
has. The Government's ability to deal with the problems that are
raised by these two proceedings ought to be dealt with by the same
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indi*lidual who has the responsibility for formulating and carrying
out U.S. trade policy.

If you will indulge me, let me cite two examples to you of
reasons why I think putting that responsibility in the STR makes
sense. You may recall that in I believe it was November 1975 the
Treasury Department terminated and dismissed a major dumping
action that had been brought concerning imported automobiles into
the United States. It had been a source of considerable concern to
the Japanese and to the Europeans and they were actively seeking
action by thl U.S. Government to terminate those proceedings.

Well, in fact the Treasury Department did so but there was noactive consultation with the STR s office and therefore even though
the decision was one which couid have brought forth a concession
or a series of concessions from the EuIopeans and the Japanese,
the left hand and right hand didn't know what they were doing
and so the advantage was lost. In the same vein I would argue that
the ability of the U.S. Government to obtain a better deal in the
orderly marketing agreement with Japan on TVs would have been
enhanced would they have been able to make certain commitments
with respect to the handling of the antidumping group proceeding
which is now pending against the Japanese TV producers.

In summary, Mr. Chairman, we support the organization which
would enhance the role of the STR, but would insure that the STRhas the prime responsibility for carrying on trade policy, and that
it be coupled with substantial implementation authority. That, in
turn, means, in our view, that it needs to be outside the Executive
Office of the President to eliminate the artificial ceiling on staffing
which results.

[The prepared statement follows:]
STATEMENT OF WILLIAM N. WALKER, VICE CHAIRMAN, COMMERCIAL POLICY
CoMMr!'rEE, U.S. COUNCIL OF THE INTERNATIONAL CHAMBER OF COMMERCE

Mr. Chairman, Members of the Subcommittee, I appreciate this opportunity toappear and to present views concerning the subject of trade reorganization. Myname is William N. Walker. I am a partner in a New York City law firm andspecialize in internationpl trade matters. I appear before this committee in mycapacity as vice chairman of the commercial policy committee of the U.S. Council ofthe International Chamber of Commerce to present the views of the U.S. Council tothe subcommittre. I was Deputy Special Representative for trade negotiations fromJune 1975 through the end of May 1977 and in that capacity served as Ambassador
and Head of the United States Delegation to the Tokyo Round of Multilateral Trade
Negotiations in Geneva.

U.S. Council shares the widely held view that reorganization of the responsibil-ities for dealing with trade issues in the U.S. Government is both timely andimportant. These responsibilities are fragmented amoag too many agencies andthere is no central authority for coordinating and resolving different views on tradepolicy issues. It is important that these shortcomings be remedied, first becauseinternational trade is an increasingly important element in the U.S. economy andsecond, because implementation and enforcement of the agreements negotiated inthe Tokyo Round will require fast and effective action on the part of the U.S.Government if the potential benefits of the agreements are to be fully realized.Clearly, reorganization alone cannot be regarded as a panacea for U.S. interna-tional economic problems. Our declining se re of world export markets, the chronicbalance ol payments deficit and a lagging 'I.S. dollar are problems which must beaddressed on a wide range of policy fronts. A mere reshuffling of boxes on anorganization sheet is no guarantee of any improvement. Still, the U.S. Council
believes that organizational arrangements which better reflect the nature of thetrade policy issues which the U.S. confronts and the sensitive balance which must
be struck among competing interests can significantly improve U.S. performance in
dealing effectively with trade matters.
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As a point of departure, it is important to emphasize that most trade policy issues
cut across a wide range of interests; they give rise to differing and often conflicting
attitudes among various segments of the American economy. Ultimately, of course,
it is the President who must select among the various alternatives and decide U.S.
policy on these issues. As a practical matter, however, the President personally gets
involved in only a handful of the most important of these issues; for the remainder,
another institutional arrangement must suffice.

I would suggest to the Subcommittee that the single most important defect in the
U.S. Government trade policy machinery is the absence of an effective and influen-
tial organizational mechanism for resolving conflicting interests arising in trade
matters. Tne single exception is the responsibility discharged by the President's
Special Representative for Trade Negotiations (STR) in the limited area of the
Multilateral Trade Negotiations. That function, which has ended now that the MTN
is largely finished, included most (though not all) of the elements needed for
effective government decision-making on trade policy issues. STR's MTN responsi-
bilities can therefore serve as an analytic model for the subcommittee's delibera-
tions.

Let i:,e suggest what I consider to be the most important of these elements.

1. COORDINATION OF DIVERSE INTICRErS

The MTN embraced a wide array of economic interests which were reflected by
different government agencies: the interests of the agricultural community were
reflected by the U.S. Department of Agriculture, those of workers by the U.S.
Department of Labor and those of industry by the U.S. Department of Commerce.
The Council of Economic Advisers and the U.S. Treasury Department were con-
cerned with the macro-economic implications of the negotiations, the State Depart-
ment with their foreign policy impact and the Justice Department with their effect
upon competition. The interests of other departments and agencies were also affect-
ed. In addition, there was an elaborate private sector advisory arrangement to
furnish information and offer guidance to the negotiators. For the first time, there
was also an extensive effort to involve members and staffs of the appropriate House
and Senate committees in the negotiating process.

Inevitably, all of these varying interests gave rise to widely different views on a
whole range of substantive and procedural issues. The STR had the responsibility
for coordinating and resolving conflicting views; most important to the issue before
this Subcommittee, it also had the authority to perform this responsibility. It
carried out its role through a series of inter-agency coordinating committees: the
working-level trade policy staff committee, which thrashed out most of the detailed

uestions; the trade policy review group, composed of more s-enior officials which
ealt with those issues which could not be decided at a lower level and, ultimately,

the trade policy committee, chaired by the STR and composed of cabinet officers of
the agencies involved. As a practical matter, this latter body met only rarely;
decisions were either made at lower levels or through less-formal consultations
among senior officials and it was rarely, if ever, necessary to involve the President.
But STR was the agency in charge and divergent interests had to be resolved
through the STR-managed system.

The important point, therefore, is that there was both a system for resolving
issues and sufficient authority vested in STR to make the system work. There is no
otW r area of U.S. trade policy where these two essential elements coexist.

2. IMPLUMENTATION AUTHORITY

Having presided over the decision-making process in thse MTN, STR had the
authority to carry out the decisions ultimately reached. It did not have to rely upon
some other agency for execution. The U.S. MTN Delegation in Geneva was part of
STR, was headed by a Deputy STR and carried out instructions developed in the
inter-agency process. This role was an essential element in maintaining the integri-
ty of the inter-agency coordination process since no agency could make an "end
run" and negotiate directly; everything had to be run through the STR-manager
system.

3. PUBLIC ACCOUNTABILITY

There was never any questions about where the responsibility lay for carrying on
the MTN: Congress, private interest groups and members of the public all could
look to one central authority: the STR. Equally important, our trading partners and
their negotiators also knew that they had to deal with the STR and their ability to
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maneuver for advantage with Washington Agencies was thereby significantly cur-
tailed.

I recommend to the subcommittee that these three elements should constitute an
appropriate benchmark to be used in evaluating the competing proposals for reorga-
nization of the trade responsibilities of the U.S. Government and I would like to use
them as a basis for commenting on the major reorganization proposals w';ch are
now under consideration.

While all of the reorganization proposals embody a number of these elements,
both the Administration's proposal and H.R. 4567, the proposal Sponsored by Con-
gressmen Jones and Frenzel, fail to establish a single body with clear and unques-
tioned authority to formulate U.S. policy on trade issues equivalent to the authority
exercised by STR Oal MTN issues. Under both proposals, authority is divided among
tre Secretary of Commerce, the proposed new Under Secretary of Commerce for
Trade Policy and the STR. In my view, this diffusion of responsibility and authority
would tend to perpetuate the confusion and uncertainty in the handling of trade
issues which has characterized the government's performance to date and produced
the need for reorganization in the first place.

By contrast, however, the changes proposed in H.R. 4995, introduced in late July
by Congressman Gillis Long, would centralize responsibility for dealing with a wide
array of trade issues in a single cabinet officer--the Special Trade Representative-
through a two-tier organizational arrangement. First, H.R. 4995 would create an
enhanced STR Office (which it would call the Special Trade Agency) vested with
authority over the more traditional trade functions (e.g. trade negotiations, east-
west trade and commodity agreements) as well as authority over unfair trade
practice proceedings, antidumping and countervailing duty actions and U.S. export
policies. All of these are interrelated subjects and centralizing responsibility over
them in a single agency will eliminate a substantial degree of the current overlap
and confusion in policy formulation and implementation. The inter-agency coordi-
nating process used successfully by STR during the MTN can be readily at4aptable
to the responsibilities envisioned for STA.

Second, H.R. 4995 would provide for establishment of a cabinet-level Trade Coordi-
nating Council, chaired by STR, with broad jurisdiction over matters which have
not traditionally been dealt with in a traded policy context (e.g. export control
policy, energy trade issues, international investment, tax and antitrust policies and
the integration of domestic and foreign policies relating to international trade), thus
providing greater assurance of a coordinated approach to trade issues cutting across
a number of different departments of government. Conferring leadership upon the
STR fixes responsibility upon a single official, rather than dividing it among several
officials, thereby greatly increasing the prospect that it will be effective.

Thus, in my view, H.R. 4995 offers a better vehicle for assuring the first objective
of the analysis I offered a moment ago, i.e. centralizing responsibility for resolving
conflicting views to a far greater extent than now exists and vesting the responsible
official with sufficient authority to carry out that responsibility effectively.

The second objective, marrying implementation authority with policy formulation
also seems to be better served by H.R. 4995 both because of the substantive duties
assigned to the projected STR/STA and by virtue of its proposed organizational
location. All of the proposals would vest STR with expanded authority but the
administration proposal and H.R. 4567 would continue it in the Executive Office of
the President and the Administration suggests that it can discharge its new respon-
sibilities with a staff of less than 60 people.

Every administration wants to hold down the size of the Executive Office of the
President; but this objective is in conflict with creating a body capable of effectively
discharging broad trade policy responsibilities. It is unrealistic to assume that STR
can carry out expanded duties with a diminished staff. Staff limitations of this kind
will inevitably force STR to deiegate responsibility to other departments, a process
which would undermine the integrity of the inter-agency coordinating process and
would lead to renewed diffusion of responsibility and accountability.

The amendment proposed by H.R. 4995 would remove the STR/STA responsibil-
ities from the Executive Office of the President. While there is some difference of
view on this issue within the U.S. Council, my own view, strongly shared by a
number of other Council members is that the importance of organizational location
within the Executive Office of the President-and the mystique of proximity to
Presidential authority as a consequence-is vastly exaggerated. What is important
is for the agency involved to have centralized responsibility, adequate authority to
carry out its mission and, of course, the ability to attract well-qualified and highly
motivated personnel. -i.R. 4995 proposes to establish the Special Trade Agency as
an independent agency within the Executive Branch, but not in the Executive Office
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of the President. It would thereby remove the artificial constraint on staffing that is
endemic to the Executive Office of the President and allow creation of a staff large
enough to do the job. An agency of this kind, vested with adequate statutory
authority and possessing sufficient substantive capability, can perform the role
originally envisioned for a new Department of International Trade and Investment
without the need for a large new bureaucratic apparatus.

Let me emphasize that I do not favor the creation of a large new bureaucracy.
Congressman Long has proposed a number of 400 as the staffing level for STA, a
figure which I believe is reasonable. The objective is not to acquire a larger staff for
its own sake, but to acquire the necessary capability to carry out the mission
effectively. During the MTN, STR had a staff of between 90 and 100. This was not
really enough to do the job properly since it forced STR to rely upon the other
agencies for basic research and the development of most positions. The subcommit-
tee is familiar with "the tyranny of the first draft" and will appreciate that there
were many occasions in which departments could deflect initiatives with which they
disagreed by failing to staff them properly. The enhanced STR/STA should have
enough internal capability to force the departments to respond better. Moreover, all
of the proposals envisioned vesting STR (or STA) with responsibilities significantly
greater than those which it discharged during the MTN; it stands to reason that
these new responsibilities cannot be properly carried out with a smaller staff.

In addition, the Administration proposal and H.R. 4567 contemplate transferring
responsibility for administering the antidumping and countervailing statutes to an
expanded Department of Commerce rather than to STR. By contrast, H.R. 4995
would vest these responsibilities in the new STA. In keeping with the analytic
rationale which calls for marrying implementation with policy formulation to the
extent possible, I believe the proposal in H.R. 4995 is preferable. Countervailing
duty and antidumping proceedings, in most instances, have important trade policy
implications and separation of operational responsibility for these statutes from
policy formulation invites inelfficiency and lack of coordination.

Let me cite two examples; in late 1975, the Treasury Department dismissed a vr-v
large antidumping proceeding involving automobiles imported into the United
States from Europe and Japan. Treasury's decision was made without consultation
with STR. As a result, despite the fact that the decision was one which the Europe-
an Community and the Japanese were actively seeking, and one for which they
would probably have been willing to make concessions in other areas, no quid pro
quo was even asked for, let alone received. Similarly, there is reason to believe that,
in negotiating the orderly marketing agreement with the Japanese covering import-
ed TV sets in early 1978, additional concessions could have been obtained by STR if
it had been able to make certain commitments concerning the separate antidump-
ing action concerning Japanese TV imports which was being handled by Treasurv.
The point in both cases is that STR's negotiating ability is enhanced by the extent
of its operational authority and that, for that reason, it sums desirable to include in
its mandate authority for administering antidumping and countervailing duty pro-
ceedings.

To conclude, Mr. Chairman, the U.S. Council favors reorganization of the trade
functions within the U.S. government. We believe that the guiding rationale for
such a reorganization should be establishment of a strong centralized entity with
responsibility for resolving differences of view and authority to formulate U.S.
policy. We believe the absence of such an entity on most trade and related issues is
the single most important shortcoming of the current U.S. trade policy machinery.
In addition, we favor vesting this entity with significant implementing responsibility
and to provide it with adequate staff to do its job. Such an arrangement would serve
the interest of Congress in discharging its constitutional responsibility for the
regulation of foreign trade and would benefit private sector interests and the
American public at large by assuring improved accountability in t-e conduct of
American trade policy.

Mr. GIBBONS. YOU feel that the proposal that has been put forth
by the administration because it separates implementation and
policy worries you. You said also it would be weak because you are
afraid that it is going to end up with too small a number of staff to
get the job done. It is almost heresy here to say that you need staff
to -- ' the job done, but you do need staff to get things done.

?xou feel that putting it in the Executive Office of the President
would always restricL the number of warm bodies you would have



118

on board because of the political problems of Presidents having
fewer staff people than their predecessor originally had.

So you would create a separate agency, and in effect the head
would be a super secretary of the particular agency with the power
to coordinate with other agencies. Am I correct?

Mr. WALKER. Yes; it is. I don't know that I would characterize it
as a supersecretary, but he would perform the role in the range of
trade policy issues that Bob Strauss performed in the area of the
MTM, where clearly he did have authority to overrule other de-
pFrtments with conflicting views.

Mr. GIBBONS. If he is not going to have powers to coordinate
greater than an ordinary secretary, I don't see how you are going
to get any coordination. He could write statutes until the ink
jumps off the paper if he does not have coordinating powers. We
are going to have to enhance that position with more than just a
secretary's prerogatives.

Mr. WALKER. That is right. The only way to overcome that is to
couple implementing authority with policymaking authority. If the
STR has the authority to implement the policy, then the other
agencies that are affected by that policy are going to play the
coordination game.

Mr. GIBBONS. You said that Strauss was able to do this because
he had both policymaking decisions and implementing decisions.
Would you spell that out a little more clearly for me?

Mr. WALKER. I will try to, Mr. Chairman. The role of the STR in
the conduct of the multilateral trade negotiations, the STR con-
ducted his coordination function through the Trade Policy Staff
Committee and the low-level staff party composed ot representa-
tives of all the affected departments, who thrashed out the details
of the various issues and policy positions.

There was a group above that, the Trade Review Policy Group,
the TPRP, which was an assistant secretary or a deputy assistant
secretary group. Finally there was a Trade Policy Group composed
of cabinet officers, but the work was done at the lower levels. So
the coordination process brought to bear all the views of the Gov-
ernment on the various issues that were involved and the decision
was made to reach a consensus and to accommodate conflicting
views and conflicting attitudes but ultimately the STR had the
authority to make the necessary decisions, and he implemented
those decisions by conducting the negotiations in Geneva through
his deputy STR there, and the delegation there.

The foreign governments could negotiate on those issues, and the
U.S. Government could articulate its position through that mecha-
nism. You had these two in tandem together, policy and the imple-
mentation.

My concern with the administration's proposal and with the
Jones-Frenzel bill is that they tend to fragment that process by
dividing policy formulation from implementation. If the enhanced
Commerce Department has substantial operational responsibility,
then its willingness to participate fully in the interagency coordi-
nating process, for example, I think is reduced.

I think that if the STR is going to have the implementing respon-
sibility, then it follows that it needs the people to the job. If he
needs the people to do the job, it has to be outside the Executive
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Office of the President because you cannot put three or four de-
partments in the Executive Office of the President.

Mr. GIBBONS. Our next panel is composed of Mr. Alan William
Wolff, former Deputy Special Trade Representative, Peter Such-
man, formerly with the Department of the Treasury and the De-
partment of State, Mr. Myer Rashish, consulting economist; and
Mr. Theodore Gates.

STATEMENT OF ALAN WOLFF, FORMER DEPUTY SPECIAL
TRADE REPRESENTATIVE

Mr. WOLFF. Thank you, Mr. Chairman. I appreciate the opportu-
nity to testify before you today on reorganization of the trade
functions of the executive branch.

It is very good to be back before this committee. I have spent so
much time here in the last few years that I would very much miss
visiting with you occasionally.

There is a definite need for reorganization to get on with the
tasks at hand. I see the main challenges which the United States
must face in the coming months in the trade field as the following:
(1) Implementing the Tokyo Round Multilateral Trade Negotia-
tion-MTN-agreements; (2) formulating and implementing a suc-
cessful national export policy; (3) enforcing the new and improved
unfair trade practice laws contained in the Trade Agreements Act;
(4) improving the coordination of all U.S. trade policies as a basis
for more effective representation of U.S. interests abroad; and (5)
planning for negotiations in areas still requiring attention, such as
services.

These tasks will not wait and executive branch reorganization
must be completed before they will even be adequately addressed.
The first steps have been taken, with the nomination of Governor
Askew to be STR, and the submission of a reorganization proposal.
The conclusion of consultations with Congress and the private
sector submission of a formal reorganization plan are urgently
needed so that the Government can proceed with the tasks outlined
above.

Absent an effective trade organization, the code machinery will
not be put into place rapidly in GCneva. There will be fewer code
signatories. The remaining agreements-on counterfeiting, safe-
guards, the agricultural framework-may be lost. Our attention to
enlarging our export position will remain inadequate. The enforce-
ment provisions of the codes and the domestic remedial statutes
may well be discredited. And the problems of the insurance, ship-
ping, transportation, and other service industries will continue to
receive insufficient attention.

Thus, I emphatically disagree with those who suggest that there
is no urgency to organize now. Delay is too costly.

The fact that prompt action is required does not imply that
drastic changes are required. In fact, much can be done with rela-
tively modest changes. We should build on the strengths of the
current system. There are, however, a number of weaknesses in the
current structure that require a cure.

I would outline the principal requirements of trade reorganiza-
tion as follows:
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One, locate policy coordination for all trade issues in a single
broadly representative body.

Two, establish a single chief negotiator for trade issues, to be the
chief trade spokesman at home and abroad, responsible to both the
President and Congress, with an adequate private sector advisory
mechanism.

Three, place responsibility for enforcement of unfair trade prac-
tice laws in one individual for whom the administration of these
laws is his primary concern, not a secondary interest, and provide
him with adequate resources.

Four, strengthen the Government's positive role in export promo-
tion, minimizing export disincentives.

Five, improve U.S. representation abroad of commercial inter-
ests, in key capitals and in the GATT.

Six, enhance the Government's analytical capabilities of key in-
dustrial sectors.

It is my strong feeling that the Government ought to have a
single framework for policy coordination, negotiation, and enforce-
ment, whether the trade involved is of goods or services, whether it
is industrial or agricultural, whether the commodity is steel or
rubber, whether the foreign country with which we trade has a
market or a nonmarket economy, whether it is developed or less-
developed, or whether a trade issue is deemed bilateral or multilat-
eral in nature.

The current organization chart for trade matters reflects as
much accident as it does planning. Which Department handles
trade problems with an Eastern European country depends on
which Secretary was most influential 6 or 8 years ago, Treasury,
Commerce, or State, or on the nature of the remedy, STR or
Treasury, or upon the type of commodity, wheat or steel, or on
whether it involves a product or a service. For services, the lack of
organization is greatest; for insurance matters, one might seek help
at STR or State, Treasury, or Commerce; for shipping, STR, State
or Commerce; for banking, the answer is even less clear.

It is no answer to say that our trade has not clearly been im-
paired by this confused pattern. A good deal of damage has been
done, in our commercial relations with Russia and China, where
we have lost position to our Western competitors; in our commer-
cial relations with developing countries-the markets of the future;
in the commercial aspects of energy and defense arrangements;
and in our impact as a Government on export activities, where we
have given a series of confusing signals to the private sector.

The time has come to remedy this situation. Our balance-of-
payments position requires it. Our newly ratified trade agreements,
to be truly meaningful, require it. There is a crying need to put our
house in order. This fact is recognized by this hearing, by the
administration proposal, and by the Jones-Frenzel proposal and by
Mr. Long's bill.

While it is my personal preference to have all trade functions in
a single agency, I realize that the time is not ripe to create a
Department of Trade. There is no consensus that a Trade Depart-
ment is needed. It is thus too great a step to accomplish in the near
term. Therefore, what is needed is a compromise, satisfying no one
fully, but getting on to the job at hand.
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One of the key benefits of the Long bill, shared by the adminis-
tration's proposal, is the bringing together of trade policy coordina-
tion. The interagency format best assures that trade agreement
decisions are made taking into account the interests of each sector
of the economy. Each participating agency is responsible for seeing
that particular effects of a trade action are fully brought out: the
effects on the industry immediately concerned, Commerce, on
workers, Labor Department, on the economy as a whole, Treasury,
CEA, on consumers, CEA, Council on Wage and Price Stability, on
agriculture, USDA, on competition, Justice, and so forth. The Cabi-
net and the President, when his decision is necessary, can then
make their judgments on the basis of a broad range of policy
considerations.

Today, this interagency process is absent from the whole area of
East-West trade, dealing with nonmarket economies. This is techni-
cally the responsibility of the East-West Trade Board, but this
Board does not meet.

For other areas the process is fragmented. Commodity policy is
not dealt with as a part of a coherent trade policy. It is often
considered primarily a foreign policy concern, rather than an es-
sential part of this countrys trade policy. It is often considered
primarily a foreign policy concern, rather than an essential part of
this country's trade policy. The policymaking process and the
degree of policy coordination differ substantially depending on
whether the product concerned is steel, copper, rubber, beef, or
wheat. The proposals before the committee today go far to cure this
defect.

The United States is widely considered the greatest commercial
power in the world. Our leverage is considered vast, both in com-
merce and through our political and military interests. In my
experience, these letters, essentially political categories of influ-
ence not only do not provide leverage, and in my view they are not
well-adapted nor particularly useful for that purpose, but are sus-
ceptible on occasion to use as leverage against the United States.

The interrelationships that should exist among our commercial
interests, that are utilized by many foreign governments, go unre-
cognized in this country. In my experience as a negotiator for the
United States over the last decade, I saw a serious need for the
commercial policies of this country to be coordinated. Export
policy, aviation, banking, insurance, shipping, construction con-
tracting, fishing rights, the sale of gas or oil pipelines, maritime
affairs, the provision of export finance, the taxation of U.S. exports
and U.S. entities abroad engaged in exporting, antitrust policy
affecting exports, other policies that result in substantial disincen-
tives to exports, export controls, and international investment
policy, are all part of U.S. commercial policy.

They are interrelated in fact, whether recognized as such or not.
The threads should be gathered together. The provision in the
Long bill for an independent Trade Coordination Council or Com-
mittee, with a separate staff, is a necessary step. The Council staff
should be lean and maintained separately from the line functions
of the STR, and responsible directly to the STR. It should perform
purely a staff function, not substituting its judgment for the collec-
tive judgments of the Cabinet officers chiefly concerned with trade.



122

The Executive Director of the Council should have solely a staff
role, supporting the STR as Chairman of the Council. The Special
Trade Representative should consult with, but not be directed by
the Council. No policy or program can be run effectively by a
committee. The Council would assure, however, that all relevant
points of view are considered for important policy decisions. When
there are serious differences, the question would be put to the
President for decision.

This country needs a single voice, at home and abroad, which
speaks for the President on trade issues. Unfortunately in recent
years, responsibility for trade has tended to become fragmented.
Increasingly bilateral commissions and mechanism governing trade
relations between a given foreign country and the United States
have been established. There is no single person responsible for
trade with all countries. Nor is any one Cabinet officer responsible
for a.l trade issues with any particular country, given the split in
jurisdiction by subject matter. This undermines our negotiating
position for all subjects through our inability to reiate one commer-
cial interest to another. Some interests, particularly in service
industries, have no representation at all.

The lack of a single focus for trade also results in a lesser degree
of responsibility to the Congress and to the public for some trade
decisions. The ability to have a meaningful input into trade deci-
sions requires established channels. This existed for the Multilater-
al Trade Negotiations-MTN, both with the Congress and with a
thousand statutory private sector advisers, as well as with the
public more gene, ally. Fragmentation of responsibility deprives the
Congress and the public of an effective voice on many other trade
issues.

The STR should be the chief U.S. negotiator for all U.S. commer-
cial interests abroad, including the MTN and GAIT agreements,
East-West trade, bilateral agreements, export rredit agreements,
commodity agreements, service industry issues and investment
matters. The STR should also be the chairman of the various
bilateral economic commissions and consultative arrangements, for
example, with the Europe Community and Japan, which bave been
established.

Other more specialized areas, for example, maritime, aviation,
fisheries, should be examined over the next 2 years to see whether
they should be included in a single department. In fact, I would
suggest that the whole issue of trade organization be reexamined
by the President and the Congress within 2 years of the effective
date of the current reorganization proposals to see what further
consolidation would be warranted.

One of the principal aras of criticism that brought about the
decision to reorganize the trade functions of the Government was
the broad public perception that the administration of our trade
remedies was being given inadequate attention. This is to some
extent a fair criticism. While Government resources devoted to
many aspects of regulation of economic activity have increased
dramatically, the number of people assigned to providing remedies,
particularly for unfair foreign trade practices, has remained exces-
sively lean. This is due to a variety of factors, including the low
order of budgetary priority assigned the remedies within the Treas-
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ury Department, and the desire to keep the Executive Office of the
President small.

Each of the proposals before the committee today seeks to rectify
this. The administration's bill puts the trade remedies for most
unfair practices in a new Department of Trade and Commerce.
Problems of injurious import competition and international reme-
dies are placed in the U.S. Trade Representative'E office. This is a
reasonable division of responsibility, if it is felt that trade negotia-
tion and the political process, * ist be kept separate from the
administration of trade remedies. Another reason for the split, to
keep the Executive Office small, should not be a determinative
factor.

In the final analysis, I do not believe that the provision of
remedies can be divorced from trade negotiation. While routine
cases will not require policy guidance beyond the application of
precedent, the cases which raise the most fundamental questions
are inescapably political in nature, both in terms of the domestic
political process and international economic relations.

The countervailing duty case against the rebate of European
value added taxes was doomed to failure regardless of what the
supposed intent of the 1897 Congress was on this kind of tax. This
kind of car. will never be a matter simply of legal precedent. Nor
does the fact that these are political issues necessarily work
against the interests of domestic producers either-the creation of
the trigger price mechanism for steel and the system of multilater-
al and bilateral agreements for textiles can nowhere be found
spelled out in our statutes. The decisions to establish these pro-
grams were taken a t a high political level.

This argues for the bringing of major trade policy decisions, in
all trade cases, into the hands of the Special Trade Representative,
and the Trade Policy Committee structure. This is consistent with
the basic approach of H.R. 4995. This could be done b3 bringing the
7,5-125 officials needed to enforce the countervailing duty law and
the Antidumping Act into the Office of the Special Trade Repre-
sentative. But given constraints on the size of the Executive Office
of the President, and the concerns raised by the idea of unifying
fully enforcement and negotiating functions, an alternative ap-
proach must be sought.

Cases raising serious policy issues, which often require a negoti-
ated solution, could be settled or otherwise concluded under the
policy direction of the STR, in consultation with the Trade Policy
Committee.

The key trade issues of the rnext decade surround the administra-
tion of the antidumping and countervailing duty laws. Handling
these cases in isolation in another Department can fundamentally
weaken this Nation's trade posture. If these two laws are not to be
administered within a single trade department, or agency such as
.' TR, they can either be left to Treasury or placed, as in the
President 's proposal, in a Department of Trade and Comrmerce. The
problem of choosing between the two is less one of divergencies in
policy inclination between the Secretary of Treasury, responsive to
considerations of the economy as a whole, versus the Secretary cf
Commerce, responsive to concerns of producers, retailers, and con-
suming business enterprises, because the two do not differ as much
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as one might expect, but it turns more on the question of which
agency would devote adequate resources to these functions. In
either department, enforcement of these two unfair trade practice
statutes will not he the highest priority of the agency.

It will be extremely important, wherever the functions are
placed, to have an identifiable official, an Assistant Secretary,
whose job consists almost entirely of administering these statutes.
What is needed is accountability, which requires visibility and
individual responsibility. For this reason, the Assistant Secretary
for Enforcement should be appointed by the President with the
advise and consent of the Senate. It will be up to the committees of
the Congress through regular oversight hearings to focus sharply
on whether the resources, the personnel and budget, devoted to
this function are adequate. This will help assure that a color televi-
sion case is never repeated.

I would emphasize again, however, that since it is the Nation's
trade policy that is being decided in large part in these cases, that
the administrator must operate within the overall policy guidance
of the STR, in consultation with the interagency Trade Policy
Committee. The next step, a few years from now, might be to
consider whether to unify all the trade functions in a single
agency.

The administration proposal, H.R. 4691, and H.R. 4995, each
removes the commercial officers from the State Department, and I
believe that this is a positive step. Our trade representation abroad
is very uneven. Foreign Service officers generally do not view a
commercial position as the best means for career advancement.
This results in the most tailented and senior officers seeking other
appointments. This is another manifestation of the fact that trade
is a secondary issue to every department. In the State Department,
issues are considered to be of either high or low policy, and com-
mercial interests are most often relegated to the latter category.
This does not imply that there are not highly talented Foreign
Service officers currently occupying commercial positions, but that
one cannot rely on having a highly motivated, high quality
throughout.

U.S. commercial representation abroad for market development
should be upgraded. This should be the responsibility of a separate
new U.S. Commercial Service, subject to the direction of the Secre-
tary of Trade and Commerce. The Commercial Service should be
made more attractive than service as a career Department of Com-
merce employee in order to attract the new people who are needed
to bolster some of the excellent people the Commerce Department
now has.

It would also be useful to give added flexibility to the manage-
ment of this function by being able to bring talented people in from
the private sector for limited tours of duty. Out export interests
would best be served by halting the increasing trend toward isolat-
ing the Government from the private sector, which prevents inter-
change between the two due to exaggerated fears of conflicts of
interest.

As a separate matter, certainly the STR should directly control
and staff the U.S. Mission to the GAIT in Geneva. This is provided
for in the President's proposal. It is extremely important to the
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follow-through on our trade agreements. The United States has a
history of wanting to bring the troops home prematurely as soon as
peace is declared. Our Geneva MTN delegation is closed, our nego-
tiators are dispersing. This action should be reversed, urgently.

A reasonably good case can also be made for the Special Trade
Representative having trade policy officers abroad in key capitals
who are responsible to him. This is a separable function from that
of market development for U.S. exports.

Fundamentally, U.S. export performance depends on our com-
petitiveness, not on U.S. Government intervention. We need most
to increase the rate of new investment and technological innova-
tion, to increase the growth in productivity, and to reduce the rate
of inflation.

We have learned that we cannot rely fully on exchange rate
adjustment to keep U.S. products competitive in world markets.
The health of the international economic system depends on a
dollar in which there is confidence in the face of the huge strains
caused by the rapid and disruptive increases in the price of energy.
While adjustments in individual currency relationships may well
tend to preserve competitiveness in a particular market, exchange
rate actions will not be a ready tool for export policy.

There are obviously a number of policy decisions that bear di-
rectly on U.S. export performance, even if they are not explicitly
designed for that purpose. Tax aids for capital investment, acceler-
ated depreciation, and tax credits for research and development are
all of great importance. As noted above, policies other than those
which are strictly limited to trade, for example, antitrust policy,
defense offset agreements, gas and oil pipeline agreements, tax-
ation of individuals abroad, etc cetera, should be reviewed from
time to time from a trade point of view. The Interagency Trade
Policy Committee should perform this role. It should also be the
body that gives basic guidance to our export finance programs,
both of the Export-Import Bank and the Commodity Credit Corpo-
ration, rather than retaining these functions in the Treasury's
National Advisory Council on International Monetary and Finan-
cial Policy.

Export control policy decisions should also have the benefit of
this interagency process. Currently, there are a variety of mecha-
nisms for providing interagency coordination for export control
decisions. Only a small percentage of cases are adversely affected
by the lack of a single coherent broadly based interagency discus-
sion, :,ut these cases involve substantial amounts of money and
fostcr -n excessive feeling in the private sector that the licensing
process is a capricious one in which delay substitutes for decision.
There are valid reasons for imposing foreign policy, strategic or
short supply controls, as the Export Administration Act envisages.
But the agency seeking to prohibit an export should have a formal
process to go through to make its case.

Regular interagency procedures would help assure that controls
are fully justified, as would delays. This is important not only to
individual businesses but to our national reputation as a reliable
source of supply and as a country whose foreign policy ' steady
and predictable. Therefore, at least those controls which are not
strictly justifiable under the military security provisions of the
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Export Administration Act should be subject to regular review in
the Trade Policy Committee framework.

One of the glaring weaknesses in the formulation of economic
policy within the executive branch is the absence of governmental
expertise with respect to our basic industrial sectors. Thus, while
an industry's problems may be due to a variety of causes-perhaps
antitrust policy or environmental regulation-the only remedies
which the Government has at hand are restrictions on trade at the
border.

Logically, the Trade and Commerce Department should know
enough about the basic industrial sectors cf the U.S. economy to be
able to estimate what the impact would be of a given antitrust
policy or a new set of antipollution standards. What is needed is
not industrial planning by the Government, but an informed
awareness of the impact that other policies of the Government can
have on an American industry. The President's plan appears to
envisage an enhancement of the sectoral analysis capability within
the Commerce Department. I feel that this is a very important
element of any proposal.

The need for reorganization of the trade functions of the Govern-
ment is real and not just political. Dissatisfaction with the Fe .eral
Government's handling of a wide variety of trade matters could be
assuaged through the improvements embodied in the administra-
tion proposal, the Jones-Fren7el proposal, the Long bill. I believe
that the efficiency of Government would be substantially improved
under each of these prcpals. I believe that STR as an institutu-
tion has been remarka '- successful in conducting U.S. trade
policy and that we shoula Duild upon that success. I would add to
one or the other of these proposals the following elements:

For the Trade Policy Committee, review of issues of trade in
services as well as goods. Replacement of the National Advisory
Council as the interagency forum giving guidance to the lending
activities of the Export-Import Bank and the Commodity Credit
Corporation. I believe this would be preferable to making the Sec-
retary of the Department of Trade and Commerce Chairman of the
Eximbank Board or making the STR a member of the NAC.

Coordination of policy for most governmental commercial mat-
ters, e.g., export policy, aviation, fisheries, shipping, and energy,
tax and antitrust policies as they affect trade, and export controls.

Coordination of Government policy with regard to foreign invest-
ment.

For the Special Trade Representatives, provide direct control of
our representation to the GATT and the new Codes of Conduct in
Geneva.

Assign responsibility, insofar as policy control is concerned, for
enforcement of all the unfair trade practice laws, included in H.R.
4995, given to the new Department of Commerce and Trade in the
Administration's proposal.

Consolidation of all negotiating functions, including agreements
for limitations on export credits, commodity agreements, East-West
trade, et cetera.

For the Department of Trade and Commerce, enhance its capa-
bility to analyze and assess the impact of Government programs on
the competitive position vo our basic industries.
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Create a U.S. Commercial Service: the State Department's Com-
mercial Officer function would be transferred to a new Federal
service, free to hire from the private sector, to represent U.S.
commercial interests abroad. It could be considered whether Exim-
bank might be associated with this entity in having some of its
loan officers serve abroaL. The entity would report to the Secretary
of Trade and Commerce.

The essence of the reorganization outlined above would be:
One, a single chief trade spoksman for this country responsible

to the President and Congress, and drawing on the advice of a
statutory private sector advisory mechanism: the STR.

Two, a single f.cal point of trade policy coordination, the STR
working in consultation with the Trade Policy Committee.

Three, an identifiable official with adequate staff to enforce our
unfair trade practice laws: an Assistant Secretary for enforcement,
who will be accountable to the Congress and publ:c, will give the
enforcement function the priority it requires, and will function
within the policy guidance of the STR.

Four, a Department, one of whose principal purposes would be
export promotion: The Department of Trade and Commerce. (The
idea of a Department of Trade anid Commerce is workable inde-
pendent of whether the enforcement functions are transferred from
the Treasury Department or not.

Five, a plan that can be put into effect rapidly so that the new
codes can be made effective, so that the remedies promised by the
Trade Agreement Act will in fact be available, and so that the
other trade areas requiring attention such as services can receive
immediate attention.

Mr. Chairman, the administration's proposal and the others such
as the Jones-Frenzel bill and the Long bill are aimed at the same
problems. They represent major steps forward toward solving the
organizational problems affecting trade issues.

I helped draft the President's proposal. I favor it as a reasonable
next step although it is my understanding that it was offered not
as a final, nonamendable proposal but as a reasonable basis for
consultation with the Congress. The administration's proposal is
the result of a number of compromises needed to meet legitirnate
concerns. While there are a few details that any of us would
change, I would urge this committee, and the other committees of
the Congress addressing this subject, to build on the administra-
tion's proposal as the basis for arriving at a formal reorganization
plan that represents the broadest possible consensus and can com-
mand wide enough support for immediate implementation.

Thank you, Mr. Chairman.

STATEMENT OF PETER O. SUCHMAN, FORMER DEPUTY ASSIST-
ANT SECRETARY FOR TARIFF AFFAIRS, DEPARTMENT OF
THE TREASURY
Mr. SUCHMAN. Mr. Chairman, my name is Peter C Suchman. I

am an attorney, in private practice in Washington with the firm of
Sharretts, Paley, Carter & Blauvelt, P.C., specializing in customs
and trade law. Prior to entering private practice in 1977, I1 spent 13
years with the U.S. Government, in the Treasury and State Depart-
ments, for the most part in the area of international trade and
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commerce. From 1974 to 1977 I was Deputy Assistant Secretary for
Tariff Affairs in Treasury, supervising the administration of the
antidumping and CVD laws, and was the U.S. representative to the
GATT Antidumping Practices Committee in Geneva. Previously, I
was Director of the Office of Trade Policy at Treasury. At the State
Department my posts included Special Assistant to the Under Sec-
retary for Economic Affairs, and international economist in the
Bureau of Economic Affairs. I also served as economic, commercial
and political officer at U.S. consulates abroad while a Foreign
Service officer.

I believe that my experience in the trade field during the past 15
years has given me some insight into the problems which this
committee seeks to address in considering the reorganization of the
U.S. Government for the conduct of trade policy and the adminis-
tration of the Trade Agreements Act of 1979. I appear here today
in my personal capacity and not representing any client or group
of clients. The views expressed here are my own.

For some time it has been appa,- nt to informed observers that
the U.S. Government is structurally unprepared to deal with the
complex issues and procedures it now faces in international trade.
No one is really in charge of the trade functions of the executive
branch save the President, who generally has higher priority items
to deal with. An interagency committee system with a White
House official, no matter hovw talented, trying to massage decisions
from a half dozen Cabinet agencies, while he is largely dependent
on those same agencies for staff support, is no substitute for a
department whose sole function is the pursuit of the national inter-
est in international trade.

Perhaps the worst effect of this improvised structure for the
conduct of international trade is the absence of a career interna-
tional trade bureaucracy in the United States. At the more senior
levels in the various departments, decisions are made by appoin-
tees, and to some extent civil servants, with all manner of experi-
ence-corporate lawyers, bankers, businessmen, former elective of-
ficeholders, professors, diplomats-but rarely by anyone who has
previously attended a session of the General Agreement on Tariff
and Trade, or attempted to negotiate a tariff reduction with out
major trading partners.

Young people with marvelous educational credentials and unlim-
ited potential seeking entry into the trade field have no place to
begin-they are on their own, scrambling around from department
to department. Those already in Government who want to concen-
trate on trade have to bob and weave through a bureaucratic
obstacle course to create a career path, broad and deep enough to
warrant major responsibilities-resigning from one agency to take
assignments in another in order to participate in trade negotiating
rounds, or to obtain experience in a different aspect of internation-
al trade. They may have to give up career benefits because the
meaningful senior positions in some agencies are in one way or
another political appointments, or risk advancement because ac-
cepting an out-of-agency assignment often dooms any chance of
promotion. At the end of each round of trade negotiations our
expertise in large part melts away-driven to the private sector or
academia as STR shrivels to its corporal's guard permanent size.
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We are in desperate need of an international trade and commercial
service to staff our agencies at home, and abroad for the conduct of
trade policy on a continuous basis. Without a place to call home in
the Government, a ministry where the No. 1 priority is interna-
tional trade, such a service cannot effectively be created and main-
tained.

If for no other reason than this, a reorganization centralizing all
international trade policy functions in one new agency is an idea
whose time should have come. The Trade Reorganization Act of
1979, recently introduced by Representative Long in large measure
would accomplish this. The administration, however, has made a
proposal which unfortunately falls far short of the mark.

Perhaps no reorganization question has generated more heat and
less light than the subject of the so-called unfair trade practice
statutes and their past and future enforcement. The administration
plan would hav- its major substantive impact here. It is to this
subject, speci icr, ,: the administration of the antidumping and
countervailin dutv 'aws, excluding the ITC injury function, that I
wish to devw'e thW remainder of my statement.

The Tref is w. Compartment has been severely criticized by som
Members o. *,>:; ,.ess and private sector interests for its implemen-
tation of there statutes. Much of this criticism is unfounded, and
based on misconceptions and misinformation. Furthermore, if
blame is to be levied for the failure of these statutes to adequately
protect domestic industries, it must be shared by the: Congress and
by administrations past and present for an unwillingness to ad-
dress the real problems of how to deal with declining U.S. competi-
tiveness, for producing laws which are progressively more legalistic
and simplistic in an increasingly interdependent world, and for
failing to provide the resources necessary to implement these laws.

There is a mistaken belief that effective enforcement of the
antidumping and countervailing duty laws will cure most, if not
all, of the ills of U.S. industry in competing with overseas produc-
ers. This belief has been encouraged by past administrations, be-
cause Presidents and STR's find it easier to obtain trade legislation
and support for policies of trade liberalization if they pay lip serv-
ice to the idea that domestic producers will be protected from
import competition by these laws, as tariff barriers decline. This
administration has perhaps gone even further than its predecessors
in this dangerous game. When expectations are unfulfilled and
imports continue to increase at the expense of domestic producers,
there has been a tendency to look only at the implementation of
the antidumping and countervailing duty laws rather than at more
basic problems, such as declining productivity or the target earning
philosophy of U.S. management. As a result the statutes have bween
made even more inflexible and punitive. This approach has failed
to solve the problems of noncompetitive U.S. industries in the past
and can be expected to create continued difficulties for the agencies
administering the U.S. trade program in the future because:

Some major U.S industries are not competitive even if trade is
free but fair and are unlikely to become so without basic, painful
restructuring. Such restructuring is delayed by the imposition of
import relief, which merely subsidizes these producers out of the
pockets of the American consumer;
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The unfair practices complained of are often used by American
producers and exporters to the same degress as foreigners, and as
U.S. enforcement becomes more onerous retaliation becomes more
likely;

In the real world determining the facts surrounding production
and export in a foreign country is a difficult, time-consuming exer-
cise even when interested parties are fully cooperative. Conirs
cannot legislate these realities away and procedures are theretore
doomed to be increasingly arbitrary and therefore legally vulner-
able if quick and simple results are demanded;

International political relationships will require negotiated, com-
promise solutions to major trade problems no matter what U.S. law
may prescribe, or international agreement permit.

While the inadequacies of the antidumping and countervailing
duty laws and import relief statutes in general are not the subject
of these hearings, they must be considered in determining the
validity of the criticism. which have been directed at Treasury. In
this regard I would urge this committee to consider now, and as a
pert of the examination of the structure of the trade bureaucracy,
scheduling a review and reevaluation of the import relief statutes
within 1 or at the most 2 years of the effective date of title I of
Public Law 96-39. By then the deficiencies of that statute should
be easily demonstrable.

There have, of course, been instances where Treasury and Cus-
toms' performance over the years has been deficient and to that
extent the present examination of this program can result in im-
provements. Problems have often been the result of the failure by
successive administrations to devote a high priority, in terms of
resources and Cabinet-level interest to the administration of these
statutes. Beginning in the late 1960's, tirough the Trade Act of
1974 and culminating in the recently enacted Trade Agreements
Act of 1979, Congress has demanded ever swifter, more legalistic,
and adversarylike procedures. During the same period, there has
been consistent reluctance by the executive branch, because of
budgetary restraints, to increase the number of people assigned to
carry out these functions. In fact there may actually be fewer
people today engaged in investigating unfair trade practice com-
plaints than there were 10 years ago. So, while statute and congres-
sional pressure have increasingly restricted the time for completion
of investigations and required greater procedural formality, suffi-
cient resources have not been made available. Furthermore, inflexi-
ble procedures have forced Treasury to tie up scarce resources in
major, complex investigations which in the end after months of
investigation were resolved by compromise, pclitical solutions out-
side the framework of the statutes-to no one's surprise. On the
other hand, minor cases which should have been quickly disposed
of have not been subject to negotiated solutions. In order to ap-
pease those who demand a legalistic, punitive approach, except
when political realities foreclose such an approach, procedures drag
on to the bitter end, and continue to drain resources through
lengthy monitoring and assessment stages.

There is no reason to believe that these problems will go away by
simply transferring the function to some other agency such as the
Commerce Department. Any improvement will come as the result
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of devoting ade: late manpower to the task. Logically better results
can be expec' -, leaving these functions where they are, in the
agency with e._ .l.mnie expertise, and adding appropriate re-
sources. For instance, consideration must be given to the fact that
Customs expertise in valuation procedures common to all normal
duty assessments has direct application in the analyses required
during antidumping investigations. An agency concentrating all
international trade policy functions of the U.S. Government under
one roof may or may not be the best place for the administration of
the antidumping and countervailing duty laws. Adequate resources
would be more likely to be available and career professionals could
be used interchangeably and would gain exposure to the import
relief provisions, overseas commercial functions, the varying as-
pects of negotiation, export expansion, commodity issues, et cetera,
while senior officials would be fully aware of the broader economic
interests of the United States. On the other hand, broad policy
considerations ought not unnecessarily intrude on what is essen-
tially an investigative process.

However, the administration plan contemplates no such agency.
What is being proposed is the dispersion of the present Treasury/
Customs function to the Commerce Department and the Office of
the Special Trade Representative, with some undefined role for the
interagency Trade Policy Committee, and possibly some investiga-
tive function remaining in the customs service. The division of
these functions among two or more agencies would be extremely
unwise. Short time limits for completion of investigations make it
more important than ever that fair value and subsidy investiga-
tions be tightly controlled, from beginning to end by the ultimate
decisionmaker.

The second problem with past administration of these laws, other
than lack of resources, has been the division of investigative, ana-
lytic, and decisionmaking functions between the customs service
and the Office of Tariff Affairs in Treasury.

At least under the present arrangement all those concerned are
responsible to the same Cabinet officer, and even so friction, dupli-
cation, and resulti' delay have been present. It is our understand-
ing that a major re. rganization has been under study by Treasury
and Customs to eliminate this problem but that the July 19 an-
nouncement has brought this effort to a halt.

Internal Treasury reorganization offers a far more logical means
of improving performance in this area than the OMB proposals the
administration has put forward. It is a mistake to base a reorgani-
zation, as OMB has, on making clear distinctions between oper-
ational and policy aspects of these cases, or between discretionary
and nondiscretionary functions. Any attempt to do so will inevita-
bly lead to bureaucratic infighting and finger pointing among the
agencies concerned, and will create uncertainty for parties to inves-
tigations, who will never be sure who is in charge.

The policy-level official whose final approval is required in deter-
minations can expect to be bombarded by requests from the inter-
ested parties, congressional staff, and the press for hearings, inter-
views, and interventions. Furthermore, the critical policy issues
most likely to arise are extremely technical in nature. For exam-
ple, should circumstances of sale adjustments be granted for cer-
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tain technical services or advertising expenses in the home market
in an antidumping investigation? How should the benefits from
low-interest loans or investment grants be calculated or amortized
under certain circumstances in a countervail case?

Decisions must be made quickly in the very midst of the investi-
gation, otherwise statutory time limits cannot be met. If these
issues must be referred to another agency, the decisionmaker
would have to be readily available and fully conversant with the
technical aspects of these procedures. He would inevitably also
want his own staff, capable of evaluating these referrals so as not
to be totally dependent on recommendations and analysis from
another agency with perhaps a different perspective on the issues.
If these decisions were made by the agency charged with oper-
ations, the policymaker could be largely excluded from meaningful
participation in the process while still remaining ultimately re-
sponsible to the President and Congress. The difficulties which
arise from such a division of responsibility are obvious, while the
advantages are hard to identify.

The best argument for having the unfair trade remedies in
Treasury has been that it is an agency without a constituency in
international trade. Unlike State, Labor, Agriculture, or Com-
merce, its perspective is not influenced by close association with
the interests of any particular group, whether foreign or domestic.
Nor does its mission, the maintenance of a healthy U.S. economy,
involve any inherent conflict with the administration of these laws.

Commerce, on the other hand, is the agency of the U.S. Govern-
ment charged with promoting the interests of U.S. business, while
STR might be viewed as suspect since its principal responsibility is
to represent the United States in multilateral negotiations of broad
application and is therefore dedicated to compromise, not confron-
tation. It is questionable whether those who have devised the ad-
ministration plan on reorganization have fully considered the very
difficult position decisionmakers in the Commerce Department and
STR will find themselves in as they seek to balance their other,
primary responsibilities against the requirements of the objective
implementation of title I of the Trade Agreements Act of 1979. Of
course, if STR is transformed by the addition of major new respon-
sibilities and a large increase in staff, this criticism is less valid.
Given the size and diverse activities of Commerce, however, its
character will be largely unaffected by the OMB proposal.

In conclusion, there appears to be minor justification and less
rationality for removing the administration of the antidumping
and countervailing duty laws from the Treasury Department
unless a Trade Agency is to be created.

An internal reorganization of Treasury and Customs is long over-
due. With sufficient resources and the amalgamation of the investi-
gatory, analytic, and decisionmaking functions, Treasury is prob-
ably the best agency in the executive branch, as now constituted,
able to perform these tasks with the objectivity required by law
and by traditional U.S. standards of due process and equity. It also
has the expertise which another agency would take years to
develop.

A far better course, if a Trade Agency cannot be established at
this time, would be for this committee to call for a comprehensive
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study by the GAO, based in part on the fine work they have
already done on administration of the Antidumping Act, including
all elements of IJ.S. Government trade activity. No legislative deci-
sions should be made pending completion of that study.

If immediate removal of this activity from Treasury is inevitable,
the function should not be divided among more than one separate
agency, and most definitely should not be made subject to the
interagency process now prevalent in the general trade policy field.
Nor should it be relocated, even in part, to an agency whose
principal constituency will continue to be domestic manufacturers.

The Office of the Special Trade Representative would be the best
venue, even given STR's negotiating bias and despite the disadvan-
tages of mixing an operational activity with the more traditional
policy functions of the Executive Office of the President. All facets
of the investigatory process, however, should be assumed by STR,
including the overseas contact and verification functions now per-
formed by Customs agents. This activity should be transferred to
Washington-based personnel no matter who administers the law, if
statutory time limits are to be consistently met. Perhaps it would
be possible to create a semi-independent organization, outside the
limits of the E.O.P. proper, headed by the STR, who would retain
his White House identity.

International trade is too important to the national economy and
our complex relationships around the world to continue as an
orphan in the U.S. Government. A cabinet-level agency centraliz-
ing all U.S. Government activities in trade policy is vitally needed.
However, the status quo is preferable to the kind of reorganization
proposed by the administration, formulated for the most part by
people unfamiliar with the subject area and based on misconcep-
tion. With major new, complex legislation to be administered, and
the volume of investigations likely to increase significantly due to
statutory changes and economic conditions, this is not the time for
a hastily conceived changing of the guard.

Mr. GIBBONS. Thank you, Mr. Suchman. Mr. Rashish is recog-
nized.

STATEMENT OF MYER RASHISH, CONSULTING ECONOMIST,
WASHINGTON, D.C.

Mr. RASHISH. Mr. Chairman and members of the subcommittee:
I appreciate your invitation to discuss the subject of government

reorganization in the international trade area. My statement will
consist of a number of points, put as briefly as I can, which will
record my views on the subject; some of these points can be elabo-
rated and other issues covered later, as the subcommittee wishes.

One, now that the Congress has reconvened, the practical ques-
tion is how the various approaches to trade reorganization can best
be reconciled-and there is clearly a gap between the adrr,.listra-
tion proposal and the views of a number of Members of the Con-
gress. Assuming that agreement can be arrived at between the
executive and congressional branches, the submission of a reorgani-
zation plan is the preferred way to proceed since it would permit
reorganization to take effect on or about the first of January 1980.
I would like to see a plan along the lines of the proposal contained
in H.R. 4995 introduced by Congressman Gillis Long of Louisiana.
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The administration proposal has, to my mind, major flaws and
inadequacies.

The various proposals for a new department are to my mind also
flawed and, in any event, do not appear to be practical. The Long
proposal can bridge the gap between the recommendations of the
administration and the views of the principal congressional propo-
nents of trade reorganization and I recommend it strongly.

Two, my support for the approach of Congressman Long's bill
does not, by any means, rest solely on the basis that it offers a
viable compromise. More importantly, the Long proposal recom-
mends itself in objective terms, that is to say, in terms of the
principles and criteria that I believe should guide the organization
of trade functions in the executive branch.

To cite what I regard as the more important criteria:
(a) The organizational structure should provide for an entity with

sufficient authority and responsibility for a broad range of trade
matters and which can constitute a focal point and a locus of power
for trade policy and administration in the executive branch.

(b) The entity must be perceived and have the prospect of being
an aggressive and forceful administration of various provisions of
trade law and of enforcing the MTN agreements and any future
agreements to be negotiated.

(c) The entity should be primus inter pares within the executive
branch and be seen to have special authority from and influence
with the President.

(d) The entity should be perceived to be above partisan and
sectoral interests although sensitive to them.

Three, these criteria and considerations are not new in the evolu-
tion of the U.S. foreign trade policy although the specific organiza-
tional form which has given expression to them has, of course,
varied over time with changing circumstances and needs. Consider-
ations of the sort I have outlined have, it is fair to say, prompted
the provision for the post of Special Representative for Trade Nego-
tiations in the Trade Expansion Act of 1962-an initiative, by the
way, of the Committee on Ways and Means and not an administra-
tion proposal at that time-as well as the provision of the Trade
Act of 1.974 for an Office of the Special Representative for Trade
Negotiations.

Since the STR and the STR office have proven to be successful,
the normal evolutionary process would suggest that the STR office
should continue to play the central role within the executive
branch on matters relating to international trade and that appro-
priate adaptations should be made in the scope and size of that
office to meet the new requirements that have arisen from the
successful conclusion of the MTN and from our current perception
of future needs.

Four, one of the requirements that I believe should guide trade
reorganization after the MTN and in anticipation of future require-
ments is this: trade policy formulation, trade negotiations and the
enforcement and administration of trade laws are now, as never
before, inextricably intertwined. This is, to my mind, one reality
that emerges from the MTN and one which will be reinforced as
future negotiations are undertaken on improving the rules and
arrangements frr international trade. It follows that it would be
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illogical and functionally unwise to structure a reorganization plan
that divides up these responsibilities among departments or agen-
cies as compared with a plan that consolidates these responsibil-
ities and functions in one entity.

Five, in addition, it would seem desirable to have the trade
entity also have responsibility for the formulation and oversight of
export policy, while the actual administration of export promotion
programs would be retained in the Department of Commerce. As
an adjunct to the export policy function, the trade entity should
have a cadre of competent people capable of undertaking negotia-
tions that cut across a number of issues of trade and economic
relations with other countries and which have a very substantial
U.S. export component. This is clearly applicable in the case of
state-trading countries such as the U.S.S.R. and the PRC, but may
be useful in future negotiations with other countries. This cadre
could be drawn on as well for representation in key capitals.

Six, it seems to me that the proposal submitted by the adminis-
tration falls shor. of meeting these tests. One major deficiency can
be noted here: the administrt;on proposal assigns important en-
forcement-administration functions to the Department of Com-
merce whereas, as already stated, they belong in the new STR-
based entity.

It does so, as I understand it, because of a reluctance to enlarge
the size of the executive Office of the President in which the STR is
presently situated, even though no net increase in the overall size
of the executive branch is contemplated. Indeed, it is questionable
that STR could perform the functions which even the administra-
tion proposal would assign to it without a significant increase in its
size.

Seven, the approach of the Long bill, on the other hand, gives
effect to considerations referred to earlier. That approach:

(a) builds on the STR office as the nucleus of the new Special
Trade Agency;

(b) provides for the full spectrum of responsibilities in the trade
area which is necessary;

(c) adds certain other related functions such as commodity nego-
tiations and East-West trade, without significiantly reducing the
role and functions of other departments of Government in the field
of trade;

(d) resolves the important question of the size of STR by remov-
ing it from the Executive Office of the President-where it would
labor under the size constraint mentioned above-and provides for
an independent agency;

(e) provides for the establishment of a cabinet level Trade Coun-
cil in the White House to be chaired by the Special Trade Repre-
sentative which makes unambiguous the central role of the Special
Trade Representative in all matters relating to international trade.

I might add that the Long bill gives effect to the recommenda-
tions of organizational reform contained in the report of the Advi-
sory Committee for Trade Negotiations to the President and the
Congress submitted on June 19, 1979.

Eight, the report of the Advisory Committee for Trade Negotia-
tions-on which I am privileged to serve-also contains recommen-
dations, at page 6, with regard to the role of the Department of
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Commerce in international trade and related matters. I shall not
repeat them here except to note that they cover three areas: (a)
Analysis and reporting; (b) export promotion; and (c) industry
sector policy. These recommendations reflect the view of the mem-
bers of ACTN that the role of the Department of Commerce as a
constituency agency in the executive branch could be improved and
enhanced.

Nine, while it is clearly important to effect a sensible and con-
structive reorganization of the trade functions of the executive
branch, reorganization by itself will neither assure good policy nor
good administration of policy and laws. In the final analysis the
quality of the people manning an organization is of primary impor-
tance and the authority which any organization and its leadership
enjoys from the President is critical. But a good organizational
structure can make it easier to do the substantive job and will tend
to attract more competent people.

Mr. Chairman, you may wish to receive for the record the first 7
pages of the ACTN report which contain the recommendations
alluded to above as well as a 15-page memorandum dated April 25,
1979 which I prepared on the subject of trade reorganization and
which sets out my views on the subject more fully.

[The memorandum referred to follows:]

EXECUTIVE BRANCH REORGANIZATION IN INTERNAMIONA L TRADE

Why
The various proposals, notably those emanating from the Congress, for govern-

mental reorganization in the trade field reflect some or all of the following con-
cerns:

1. Is the U.S. government effectively organized to take advantage of the agree-
ments negotiated in the MTN?

2. Is the STR, as presently constituted, an adequate instrument to deal with trade
matters post-MTN given that there will in the future be an integral relationship
between trade management/e iministration on the one hand and trade negotiations
on the other.

3. Who can the Congress and public look to for direction and authority in the
trade area? There is no entity within the Executive Branch that enjoys a position of
primacy with respect to the gamut of interrelated trade issues.

4. Who should the President look to to coordinate the various interests and
responsibilities in the field of trade within the Executive Branch?

5. How can business interests, especially in the field of exports, be adequately
dealt with? The balance of payments situation requires more effective governmental
policy and programs diiected at exports and the increasing interaction between the
international trade and the domestic economy gives rise to problems and opportuni-
ties which need more and better attention within the U S. government.

Requirements
Any organizational model, to meet the above objectives, would have to exhibit the

following characteristics:
1. It must provide for an entity with sufficient "critical mass", that is, authority

and responsibility for a broad range of trade matters, t' constitute a focal point and
locus of power in trade matters.

2. The entity must be perceived, and have the prospect of being, an aggressive and
forceful administrator of various provisions of trade law and in enforcing the MTN
agreements and any future agreements to be negotiated.

3. The entity should be a primus inter pares within the Executive Branch and be
seen to have special authority from and influence with the President.

4. The organizational structure should provide for a point of coordination of trade
policies that is proximate to the President and on which the President depends.

5. The entity should be clearly trade oriented, above partisan and sectoral inter-
ests although sensitive to them. In particular, the trade responsibilities should not
be seen as a handmaiden of broader foreign policy.
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6. The structure should make provision for an effective export policy that is
supportive of U.S. export interests and oriented toward their promotion.

Functiorns
There is an array of functions in the trade area that have to be discharged

effectively by virtue of any reorganization. The principal entity in the Executive
Branch would have the bulk of the responsibilities, but some functions would
remain in existing departments and new or broadened functions can be assigned to
certain existing departments. The functions consist largely of: (1) Coordination of
trade policy and administration; (2) delineation and development uf trade policy; (3)
trade negotiations and GATT management; (4) trade administration and enforce-
ment; (5) export policy, including export controls; (6) administration of export pro-
motion and financing programs; (7) trade intelligence, research and information; (81
industry sector analysis and policy; and (9) private sector advice.

Organizational options
Various organizational models have been proposed, some in the legislation that

has been introduced by a number of Senators and others by various departments
and agencies of the U.S. government as well as by private organizations and
individuals. These proposals fall generally into the following categories:

1. Improve operations within the existing organizational structure '-y improving
the functions and activities of existing departments and agencies

2. Consolidate the various departmental and agency responsibilities .and functions
in either: (a) An existing department-the Department of Commerce is nmost often
mentioned; or (b) by establishing a new department within the Executive Branch
(e.g., the Department of Trade as proposed by Senators Ribicoff, Roth and Byrd).

.Establish an Executive Office agency or entity which would be above the
existing departments and would have responsibility for coordination and, possibly,
policy formulation.

4. Establish a sub-cabinet agency that would have a range of functions and
responsibilities in the trade area; it is not clear what cabinet department it would
be subordinate to.

5. Establish an independent agency with similar responsibilities as the sub-cabinet
one under number 4.

6. Some conbination of the above as, for example, a combination of a new depart-
ment plus the assignment of certain functions to an existing department, or a
combination of these plus a coordinating entity.

Consolidation
The Roth-Ribicoff and Byrd bills provide for an extensive consolidation of trade

functions of existing departments and agencies into their proposed Department of
Trade with the Byrd bill the more comprehensive in this regard. For example, Roth-
Ribicoff does not include the Foreign Agricultural Service of the U.S. Department of
Agriculture in the proposed new department while Byrd does. How much conso'; ,a-
tion is desireable and practical?

A practical rule of thumb: that amount of consolidation of functions is netessary
as required to carry them out economically and efficiently. (Thus, for example, if
the Treasury Department's present responsibilities for administering the counter-
vailing duty and antidumping statutes should be transferred, there is clearly no
purpose served in having the Treasury staff responsible for these functions retained
in Treasury and it would be economical to have such people transferred).

In considering the benefits and disadvantages of consolidation it is worth noting
that:

1. The fact that existing departments of government have staffs devoted tV, trade
matters reflects the legitimate interests and involvements of these departments in
trade. Trade matters intersect with foreign policy, with labor, with finar.cial, etc.,
interests. If existing departments were completely divested of all trade functions
and staff it would be reasonable to expect them to restore these functions and staff
over time.

2. There is value, particularly from the point of view of the President, in having a
diversity of opinions and views in the area of trade on which he bases those policy
decisions which he must make. The President will seek out the views of various
departments in any case and it is better that these diverse views and interests come
to him through a structured system.

3. The economies involved in consolidation are relatively small since the numbers
of people involved in trade in .he various departments are relatively small.

4. Comprehensive consolidation would provoke the resistance of existing depart-
ments and prejudice the prospects for organizational reform in the trade area. It is
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a better trade-off if departments retain certain functions and staff in exchange for a
reorganization plan that provides for an entity that enjoys a position of primacy and
authority in the trade area.

Constraints
To be realistic and practical, any reorganization model must take account of the

views held by the principal actors. Clearly, some of these views or constraints are
mutually contradictory and no reorganizational model can take account of all of
them. Nonetheless, it is worth noting the major constraints:

1. The President is opposed to: (a) The creation of a new department; and (b) the
enlargement of the Executive Office of the President. This has led the OMB staff to
suggest that there are only two viable options: (a) Beef up an existing department;
or (b) beef up the existing functions and responsibilities within the departments
where they presently reside. If these options are not acceptable, the only alterna-
tives are to establish an entity within the Executive Office or establish a new
departmental entity both of which conflict with the President's constraints.

2. The President's constraints reflect a desire to avoid proliferation of agencies
and increases in the size of government as well as, particularly, avoidance of
enlargement of the Executive Office staff. Thus any proposal would at least have to
have relatively modest effects on government budget and personnel.

3. Executive Branch approval of support for a reorganization scheme would have
to take account of the views existing in departments and agencies. This was dis-
cussed above.

4. It would seem that the following options do not have great appeal either to the
congressional advocates or to private groups: (a) Enlargement and consolidation
under the Commerce Department. The Commerce Department is simply not seen as
a winner. (b) A sub-cabinet agency. This would actually be a demotion of the present
STR who has cabinet level rank at Executive Level I. (c) An independent agency.
Trade policy involves presidential policy so that any agency subordinate to other
departments and removed from the President would seem to be a non-starter.

Limitations
While governmental reorganization is important both as to substantive matters as

well as to appearances and symbols, it is by no means the whole story:
1. Organization by itself does not guarantee good policy.
2. The quality of the people manning any organization is of primary importance.
3. All authority in the Executive Branch is derived from the President and the

President is free to make his decisions in the light of whatever advice from what-
ever source he may choo~e.

4. Reorganization does not guarantee that specific programs will be well designed
or successful in their application.

5. Trade policy, no matter how structured or administered, is bound to be respon-
sive to other influences including those of foreign policy and domestic politics.

PROPOSAL

The following proposal is designed to meet the principal objectives which have
been identified while avoiding those contentious and divisive issues which could
prejudice effective organizational reform.

The proposal consists of 3 parts:
(1) The central component will be an entity ("Board of Trade") in the Executive

Branch, at the departmental level, which by virtue of its authority, power, and
status can effectively define a trade policy for the U.S. government, administer
various programs and undertake negotiations to that end.

(2) Provision for a coordinating mechanism within the Executive Office of the
President ("Trade Policy Council").

(3) Expansion and improvement of activities of the Department of Commerce in
the areas of: (a) Export promotion; (b) Trade intelligence, analysis and reporting;
and (c) industry sector policy.

Structure
1. The Office of the Special Representative for Trade Negotiations would be the

nucleus for the Board of Trade in recognition of the fact that: (a) STR is perceived
as the most effective agency of the U.S. Govenment in the trade area and thus
represents a "winner"; (b) the STR is a creature of the Congress in which the
Congress has a proprietary interest; (c) the STR has established itself within the
councils of govenment as a forceful and authoritative agency. (d) It has a competent
and experienced staff.
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2. The STR, renamed Special Trade Representative instead of Special Representa-
tive for Trade Negotiations, will have cabinet rank. He will eerve both as Secretary
of the Board of Trade and Chairman of the Trade Policy Cour:cil.

3. The functions and responsibilities of the Board of Trade will he broader than
those of the present STR. They will comprehend certain functions presently per-
formed by other departments; those departments will retain most of their trade
activities and staff. The Board of Trade will be responsible for coordination at the
level.

4. The Trade Policy council will consist of the Secretaries of the several depart-
ments having trade responsibilities and interests. It w ;1 have an Executive Director
and professional staff of 4-5. The TPC will cover a broader range of issues than the
Board of Trade. It will serve to bring the views of the several departments to the
President for his decision and provide a trade dimension to issues of a broader
framework.

THE BOARD OF TRADE

The Board of Trade will be a cabinet-level department with a Secretary, 1 (2)
undersecretary and 4-5 assistant secretaries. The total staff should not exceed 400.
Calling it a "Board" instead of a department serves to distinguish it from the
ordinary department in terms of its size while identifying it as a coordinating
instrument directly responsible to the President.

The Board would have 3 principal divisions, each headed by an assistant secretary
as follows:

Trade enforcement.-Countervail, dumping, national security, Sec. 337, export
controls, embargoes, Sec. 301, Sec. 201.

Trade policy and negotiations.-GATT including codes, commodities, services,
East-West trade, OECD and UNCTAD, GSP, agriculture, sectoral issues (textiles,
steel).

Export development.-Coordinator, special senior staff, trade intelligence, etc.
The Trade Enforcement Division would assume certain functions presently per-

formed in the Office of Tariff Affairs of Treasury, Bureau of Trade Regulation of
Commerce, the International Trade Commission and others.

The Trade Policy and Negotiations Division would absorb functions of the Office
of International Commodities of State, certain east-west functions of State and
Treasury, the U.S. GATT representation in Geneva of State and others.

The Export Development Division would be a new unit. The special senior staff
would be a cadre of senior experts assigned both to major posts, e.g., Geneva,
Brussels, Tokyo, Ottowa, Peking, Moscow as representatives of the Board as well as
in Washington to report and analyze, undertake major trade assignments cutting
across a number of issues as, for example, with the USSR and PRC, and to be
troubleshooters on specific trade problems.

THE TRADE POLICY COUNCIL

The Council mandate would embrace: (1) all matters falling within the area of
responsibility of the Board of Trade; plus (2) all trade matters in the jurisdiction of
other departments, including: export controls (COCOM; political embargoes), eco-
nomic warfare, trade and investment related tax issues, foreign investment policy,
antitrust, stockpiling, energy; (3) trade aspects of domestic macro-economic policies.

The Council can absorb certain trade functions now performed by the NSC and
White House Domestic Policy Staff.

The STR as Chairman of the Council should be a member of the Economic Policy
Group.

THE DEPARTMENT OF COMMERCE

The Commerce Department has been a department in search of a mission since
the days of Herbert Hoover. It is currently a candidate for reorganization; it may be
divested of certain functions (e.g., NOAA). A leaner, more mission-oriented depart-
ment with specific and valuable functions and responsibilities is desirable. It should
have a "business-indutry-export-efficiency" orientation and should develop compe-
tencies which make it an effective spokesman in the councils of government and a
respected factor in economic policy formulation.

Without prejudice to the other activities of the Department, there are 3 functions
which should be improved and made central to Commerce's role in the trade area:

1. Export promotion--The Commerce Department would be charged with adminis-
tering export promotion programs under the overall guidance of the Board of Trade.
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2. Trade intelligence, analysis, and reporting.-Statistical analysis and reporting,
Commercial intelligence and reporting including information with regard to MTN
code violations, Commercial attaches abroad.

3. Industry sector policy.-Adjustment assistance, Technology, science and innova-
tion, Productivity, Sectoral problems-tax, environmental, and other impacts.

The International Trade Commission and the Export-Import Bank could come
under the Commerce Depertment while remaining independent as to their statutory
functions. In the case of the ITC this would bring the statistical reporting furctions
within the Commerce Department and make available to the ITC the sectoral
analyses of Commerce. As to the Export-Import Bank, the Secretary of Commerce
woud be designated Chairman of the Board; this would integrate EXIM into the
export promotion activities.

Export promotion
The President issued a statement on September 26, 1978 on a National Export

Program in which he assigned high priority to export promotion. An export policy
cuts across a number of aspects of national policy (taxes, export credit financing,
export controls, market access, R and D, etc.). Export policy is, therefore, a prime
responsibility of the Board of Trade. The Department of Ccmmerce's responsibilities
will lie primarily in administering export programs. It has experience in this area
under its Industry and Trade Administration. Much work remains to be done in
defining the content of such programs and in determining what the U.S. govern-
ment can properly and effectively do in this area.

Industry sector policy
This is a relatively new area although it would include the present science and

technology and certain economic development activities of Commerce. The notion is
that efficiency, productivity and enterprise are the fundamental determinants of
competitiveness in export markets (to say nothing of growth in real income at
home). Commerce should not only spread this gospel in the community, but also be
an advocate for it within government by bringing its expertise to bear on issues of
tax policy, business regulation, etc., as governmental policy is fashioned in these
areas. Industry sector policy would not only be concerned with the weak sectors, but
also the strong and promising ones. It would monitor industrial sector strategies of
other countries and analyze their impact on U.S. industry and its international
market position. It would provide information and analyses essential to trade and
foreign investment policy formulation.

Mr. GIBBONS. We will go until the next bell and then I think we
will recess for a while.

Mr. GATES. I hope, Mr. Chairman, I will not take but 3 or 4
minutes.

Mr. GIBBONS. With your experience we hope for you to take a
couple of hours.

Mr. GATES. The last man on a panel like this should be sympa-
thetic. With your permission, I would like to insert my written
statement in the record and just summarize a few points.

Mr. GIBBONS. You can put it in before or after your statement.

STATEMENT OF THEODORE R. GATES, WASHINGTON, D.C.
Mr. GATES. I would like to come to the point immediately. I

believe, for reasons that are detailed in my written statement and I
will allude to in the summary here, that the committee should
support the administration plan with certain modifications.

I say that with full awareness, even after this morning's testimo-
ny, that there are very significant and important details which are
still not known.

I would like to make six brief points now. The first one is the
urgency issue, or at least what I call the urgency issue. There was
some evidence certainly in the committee's questions this morning
of interest in whether or not this is the kind of a problem that
should be tackled immediately, what route should be taken, and
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whether or not more time should be taken to fully sort out this
thing or what to do.

I thought about this at some length and I feel, above all, there is
a great need for immediate restructuring of our trade policy
system. It has already been mentioned in this testimony of the
need for the MTN iniplementation, and the fact that the new
statutes on dumping and countervailing duty go into effect Janu-
ary 1.

rNobody has mentioned this, but certainly we are all aware that
there are some very major trade problems ahead in the world and
that trends well visible and underway are only going to create
more and more difficult problems in the immediate future.

There has been mentioned, of course, the need to find better
solutions to the entire U.S. trade performance and its posture.

Mr. GIBBONs. We are going to have to interrupt you at this point.
We have to go vote. We will try to be right back.

Mr. FRiNZEm [presiding]. The subcommittee will come to order.
Mr. Gates, do you want to start over again?

Mr. GATES. I can summarize what I have said, Mr. Chairman.
The first point I was making is what I called the urgency issue,

and the urgency of the issue before the committee this morning.
Members appear concerned and I am concerned whether or not
actions will be taken on an emergency basis or whether more time
should be given to the many issues in the organization.

I alsoi mentioned some of the reasons for the urgency, and the
bell rang when I was about to look at the other side of the coin.

The obvious problem in trade reorganization is reflected in all
the testimony that has been given thus far. This is a very compli-
cated, very difficult issue. There are many problems, many of
which have not been solved. We certainly have the problem of
scattered trade policy resources and functions, and diverse, al-
though not necessarily complementary, statutory authorities and
many, many different types of trade problems.

Hasty judgments on reorganization can even be counter-produc-
tive. However, I would, on balance, urge the need to act now on
reorganization and trade functions which are vital and urgent.

The modifications which I mentioned earlier that I would urge
be made in the administration's plan are five in number. I strongly
feel, for the reasons that are amplified inmy written statement
and I will not repeat here, that the Office of Special Trade Repre-
sentative must remain in the White House. I differ with Mr.
Walker and Gillis Long for the reasons that I have stated in my
prepared statement.

Second, the administration's plan, I think, is ambiguous and
perhaps defective in that it does not refer specifically to the func-
tion for STR of developing policy. Too much reference has been
made to the need for coordination, in my judgment. There is a
definite need to assign and make clear who is responsible for
developing policy.

Also on that second point, I believe that the mandate as de-
scribed in very general terms in the administration's submissions
and testimony this morning for the Trade Policy Committee, the
Cabinet-level committee, is too loose and too vague. I believe it
should be clarified and strengthened very carefully, very precisely.

54-396 0 - 80 - 10



142

Some of the obvious points that I think have to be made in the
mandate are the integration point, No. 1, the integration of domes-
tic and foreign economic policies. There were some references to it
in Mr. McIntyre's testimony this morning, but I feel that the
committee should take very careful heed of this problem and make
sure that the integration of domestic and foreign economic poli-
cies-which we have done very poorly in the past, if at all-are
now a major responsibility of the TPC. The corollary of that, of
course, is the need-again not very well done and hardly done at
all in many cases-both in the executive branch, and if i might be
permitted the further comment, ocrasionally in the Congress, of
assessing the impact of the domestic policies, domestic legislation,
upon our foreign economic performance and our foreign economic
problems.

Third, and many witnesses have made the same point so I will
not go into detail, I believe that the trade policy committee man-
date was not clearly defined in scope. Its responsibility should
clearly be all trade-related U.S. policy. Export policy is just one
example of it.

No. 3, the sectoral analysis and the industrial analysis issue has
been discussed in very general terms. I think everybody agrees it is
an issue whose time has come. Again, the reorganization plan
should very specifically state what this new function is, the func-
tion that really has not been performed.

Alan Wolff mentioned some of the difficulties he had in the more
recent negotiations. Those of us who have had previous experiences
had similar difficulties in developing and obtaining the best infor-
mation on a sector-by-sector basis. And I would include-there is
no reference of any of the material I have seen from the adminis-
tration-that this should include analysis of the foreign sectors. We
seldom are prepared in our trade matters with sufficient informa-
tion on the foreign competition, the foreign practices, that we are
dealing with.

The other half of the sectoral mandate very clearly should man-
date developing expertise on the impact of our domestic policies
upon foreign trade. When we legislate and administer our various
domestic economic policies, we seldom take into account their ef-
fects on our foreign performance.

Point No. 4 has been mentioned this morning. I would only add
my support to it. The administration's apparent estimate of the
required staffing in STR, I feel, is grossly inadequate. In my pre-
pared statement I think I say it would be folly to proceed on this
basis.

Point No. 5 is the very difficult issue that Peter Suchman and
others have talked about and Representative Downey raised this
morning, very pertinently, of the proposed division between the
Department of Commerce and the STR office for our unfair trade
practices.

I believe that the administration's plan would create major di-
lemmas. I will cite just a few of them. We can understand. and I
think it is right, the need to try and insulate the administration of
these unfair trade practices from the political process. On the other
hand, the price of that is inevitably to weaken the hand, possibly
undermine the hand, of the single foreign trade expert and spokes-
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man that practically every witness and every plan has urged us to
have.

Another possible dilemma problem will occur between the tight
criterion, the tight timetables, that the Congress has now enacted
in the recently revised unfair trade practice legislation for the
administering of these domestic statutes against the need which is
also provided for, although circumscribed, for negotiated solutions.

These negotiations, I would presume, although it has not been
made clear in the administration's plan, would be conducted by the
U.S. Trade Representative.

Concluding, I feel that these kinds of problems involved in the
administration's plan will become very difficult in actual applica-
tion. There are going to be major cases under both the countervail-
ing duty and the dumping statutes. There are going to be very
complex cases generally.

Mr. Walker referred to, of course, the automobile case. Mexican
tomatoes have also been referred to. These kinds of cases have to
be negotiated. Cases in unfair trade practices in the future will be
far more complex because the world is going to be more complex.
Competition is going to be more severe. Government intervention is
going to be more subtle, more pervasive.

The cases that are going to have to be processed under these
statutes are all going to be much more complicated than they have
in the past. The division of responsibility in functions that is pro-
pwed in the administration's plan can be very difficult and unbal-
anced.

Considering the issues on both sides, I would urge that the func-
tions be consolidated. I believe the only place to consolidate them
would be in the Trade Representative's Office. Thank you, Mr.
Chairman.

[The prepared statement follows:]

STATEMENT OF THEODORE R. GATEs, WASHINOTON, D.C.

Mr. Chairman, I appreciate the opportunity to comment on the complex and
timel' issue of reorganization of the international trade and trade-related functions
of the vExecutive Branch.' This statement will be brief, summarizing only a few of
the aspects I believe the Subcommittee should particularly address. It can be brief
because the public record is already extensive, and because I believe the Plan
outlined by the Administration in July is, by and large, based on sound principles.
My primary concerns with that Plan involve details not then revealed or explained.
Since this stLcement must be prepared in advance of today's Hearings, by now
Administration witnesses may have supplied some of these details to the Subcom-
mittee.

My first comment is that I believe this issue poses a serious dilemma for the
Congress-a dilemma which I hope it will and must resolve during its present
Session. There are very compelling needs, for the reasons other witnesses have
stated, to restructure the system we now have for formulating, coordinating, and
implementing U.S. trade and related policies. Action here is long overdue. More-
over, looking ahead, the trade problems of our increasingly competitive world are
bound to grow, and grow more complex and more closely interrelated. We must
improve our capability to deal with them.

Set against these urgent needs for action on a fairly comprehensive scale is the
equally obvious fact that there are no simple answers and no easy or obvious
choices. It is not a matter for summary judgments. Our diverse national interests
are varied and seldom compatible. Our present resources for evolving and pursuing
trade policies are scattered and often inadequate. They never before have been
effectively marshalled on a broad scale for either unified policy determination or

' The views presented here are mine and do not necessarily reflect those held by any organiza-
tion or clients represented by or advised by my firm.
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implementation. Any hasty, ill-advised schemes for change, finally, may well risk
creating even less satisfactory results than the status quo.

While our organization for conducting the MTN worked very well, it focussed only
on a limited segment of our trade concerns. For the many other critical aspects of
U.S. trade and related activities, present or future, we have little, if any, formal, let
alone effective, organization. Our present system, if it can be so described, does not,
rather obviously, adequately address the problems or the causes of our weak trade
position, our need to expand exports, or provide answers to the many other foreign
economic problems clearly lying ahead of us.

Further, although the MTN negotiations were essentially concluded more than six
months ago, there is little public evidence as yet that we will be able to move as
swiftly and as aggressively as we must to deal with the opportunities and obliga-
tions we sought in five years of negotiations. Within but a few months much of the
Free World will, hopefully, be competing under new trading rules, largely of our
design and intent. There will be major issues in dispute, major precedents to
establish, strategic plans to be made and trade-offs to be weighed, and new case law
to be developed. Yet we appear, once again, to be losing both time and experienced
personnel. We risk entering the next decade with a trade-policy mechanism weaker
than that with which we conducted the MTN unless we act in the immediate days
ahead.

There is, therefore, an urgent need for a strong organization, for a unified trade-
policy coordinating and administering system, and for the United States to be able
to speak in trade and trade-related matters with a single voice, based on full
consideration of all diverse elements of its national interests. I urge the Subcommit-
tee to take the most carefully considered of the alternatives before it-that offered
in general terms by the Administration in July-and with certain modifications to
support its early adoption by the Congress under the expedited procedures of the
Reorganization Act. The modifications should include the following.

1. The U.S. Trade Representative and his Office should remain in the White
House. U.S. trade policies intrinsically, if not invariably and often almost inevitably,
involve a balancing between competing interests and priorities, economically and
politically, domestically and abroad. They require -n "honest broker" or impartial
mediator. They require special authority from and relationships with the President.
They must be a White House function.

The Congress recognized this special status in the Trade Act of 1962 when it
created the Special Trade Representative. Experience since then has confirmed the
wisdom of its decision to place this function in the Executive Office of the President.
Experience has shown that no line agency or Department can reasonably fill this
function, adjudicating vital issues amongst co-equals, nor be perceived to have the
necessary closer relationship with the President, his authority and his policies.

2. The functions of the U.S. Trade Representative must be more clearly specified
than they were in July. In particular, they must include policy development, as well
as coordination and negotiation.

3. The Cabinet-level Trade Policy Council (TPC) must not only be established, but
it must have a clearer definition of its functions than in the July Plan. One major
weakness of that Plan was the absence of any reference to the need or any proposed
mechanism for integrating domestic and foreign economic policies. The Plan con-
tained little, if any, explicit recognition of the critical need to consider the implica-
tions of domestic legislation or policies upon U.S. foreign trade and investment
performance. Little was also proposed for the increasingly critical relationships
between monetary and financial policies and other foreign economic affairs.

Our domestic and foreign concerns and performances are interacting and interre-
lated. Yet both sets of policies are coordinated by a variety of mechanisms, some
entirely ad hoc, and some seemingly hardly coordinated at all. There must be an
integrated mechanism, beginning at the lowest level of inter-agency policy develop-
ment and peaking in the TPC, for bringing together the vast spectrum of public
activities, and, hopefully, producing a comprehensive, consistent economic program.

The proposed TPC should become this mechanism. It should be a permanent
mechanism, based in statute, and chaired by the President's principal foreign eco-
nomic advisor and representative. Its responsibility and scope must specifically
encompass domestic policies-antitrust and taxation, to name but two-as they
affect our foreign economic performance.

The TPC should also have primary authority to coordinate and administer policies
to expand U.S. exports, policies necessary for any control over exports, for promot-
ing service-industry trade, for international commodity policy, and for both East-
West and North-South trade. It should not be limited essentially to urgent issues in
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U.S. commercial policy, as has too often been the case with predecessor coordinating
bodies.

4. More explicit definitions and missions must also be given to the overdue
strengthening of the sectoral analysis and expertize of the Department of Com-
merce. This diminished capability, which has long lacked budgetary or other sup-
port, must be revitalized, given new priority, and a dual function. One function
should be to develop and provide expert support for programs improving our inter-
national competitive performance, the roots of which lie in domestic performance
and in domestic policies. This, in turn, should also include more competent analysis
of overseas markets and of our foreign competitors, by sector.

The other major function of a new sectoral emphasis should be to develop both
expertize and sensitivities to the impact of major domestic policies, regulations, and
administrative practices upon the basic competitiveness and growth of specific U.S.
industries. This expertize should not be isolated in a corner of the Department, but
made available to all other agencies and officials directly responsible for significant
elements of U.S. domestic economic policy, whether directly trade-related or indi-
rectly.

5. The staffing proposals for the U.S. Trade Representative outlined in July
appear to underestimate even the most modest of estimated future requirements.
The MTN results, alone, will require augmentation above present staffing. The new
or transferred functions, including GATT representation, will clearly require sub-
stantially more personnel than presently authorized. It would be folly to create an
improved structure for policy development and administration without the quality
and strength of personnel minimally necessary. This, too, would be repeating a
mistake made in previous efforts at trade reorganization.

6. Finally, the July proposal to divide certqin trade functions and responsibilities
between the White House and the Department of Trade and Commerce creates a
series of unanswered questions and potential problems. Our trade policy and our
trade posture critically include enforcement of our domestic statutes, particularly
those involving import relief and unfair trade practice complaints.

The proposed division between policy and enforcement is likely to create major
dilemmas. On the one hand, there are valid reasons for attempting to insulate the
administration of these statutes from the political process as much as is reasonable.
On the other hand, their delegation to another agency can weaken the resources
available to the principal U.S. trade spokesman in his overseas functions, even
undermine his efforts.

A second dilemma arises from the strict criteria and timetables set by statutes for
the "administering authority," yet the statutes also provide for negotiated resolu-
tions, presumably functions of the chief U.S. trade negotiator. Finally, in all realism
there can be no hope that major import relief and unfair trade practice issues can
ever by entirely divorced from the political process, either here or abroad.

The only solution to these dilemmas, while at the same time creating a strong,
unified U.S. trade posture, is to consolidate final authority in the single U.S. trade
spokesman's office. If the basic reason for the proposed division of authority-and it
is not yet clear what the reasons were-is concern over c. nlargement of the Office of
the President, I believe enlargement is preferrable to potential divisiveness. Person-
nel should not be the major issue.

Moreover, the additional staff involved in consolidation should not be excessive.
As was effectively demonstrated in the MTN, the principal trade spokesman and
negotiator can and should draw upon the varied expertize of line agencies for many
functions and services. He has and should continue to rely upon their investigatory
resources. In the future, enhanced expertize on domestic and foreign sectors should
also be available to him. For the future, too, he must be able to draw upon new
resources which must be developed if our trade laws and the new GATT Codes are
to be properly and equitably enforced.

Disputes and claims involving dumping and subsidies, in particular, have too long
been treated with outmoded or insufficient expertize. Today's realities of world
competition, of price differentiation and of reasonable or unreasonable price adjust-
ments, or of determining what are fair values or fair allocations are far too complex
to be assayed by most generalists. Trained cost accountants, experienced marketing
analysts, and price-policy experts are required for such determinations, along with
experts thoroughly informed on the widely varying business practices in each of the
industries concerned. They are needed but they need not be Executive Office staff.

The single trade and negotiating authority all proposals agree is necessary needs
to exercise the discretionary authority provided by the Congress in import relief
issues in order that the United States speak with a single voice abroad. It will speak
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with a still stronger and more effective voice if the single trade policy authority also
has a final role in the determinations made under our domestic trade statutes.

Mr. GIBBONS [presiding]. Thank you. I thank all the panel for
your very constructive suggestions that have been made here.

One thing that worries me, you are going to have people that
work on the docks, people that process all this paper and people
that make the decisions in separate departments, are you not,
under the President's proposal, or are you, for the collection of
duties and the administration of the law?

As Peter pointed out, it is hard enough to get experts in this area
anyway and with the bureaucratic problems of transferring from
one agency to another, it looks like we have created problems
rather than solved them. Am I mistaken in this?

Mr. SUCHMAN. You certainly are correct, Mr. Chairman. And I
might also agree with Ted Gates on one point, and that is, that the
new statute tightens up the administration of the law even further
insofar as time limits are concerned. It is ludicrous to propose that
you are going to be able to have one agency doing the implementa-
tion and actual investigation and then as soon as a policy issue
comes up they would run to another agency, or an interagency
committee, God forbid, to get a decision on that policy issue, then
run back, and having suspended the investigation while that policy
was being worked out, begin again and still meet time limits. It is
just inconceivable to me that this is going to work.

And as I have said, if this policymaker does not participate in
these decisions that are made in the very midst of the investiga-
tion, he has really lost control. I do not think there is a way to
separate implementation and policy in the enforcement of the
unfair trade practice remedies.

For instance, the question of whether a particular adjustment for
differences in circumstances of sale in the home market and the
U.S. market, if that adjustment will or will not be allowed, can
determine whether or not there are dumping margins. The kinds of
adjustments to be allowed is the critical policy aspect of anti-
dumping.

But you cannot expect someone in another agency, who is pre-
sumably confined only to high policy issues, to be conversant
enough with the intricacies of antidumping law to be able to make
that kind of determination. And yet if he is not involved in the
issue he really cannot be held responsible for the outcome of the
case.

I would strongly urge that whoever is going to be held responsi-
ble by the President and by the Congress and by American indus-
try for the outcome of these investigations be the one in charge of
implementation. Otherwise he has the responsibility but he does
not have the ability to control the outcome.

Mr. GIBBONS. What are the views of the rest of the panel on
Peter's statement? What do you think about that?

Mr. WoLF. Mr. Chairman, I find what Peter Suchman is saying
very persuasive but I would draw a somewhat different conclusion,
the reason being that we cannot have what I think would be the
best organizational framework for the conduct of trade policy, in-
cluding the implementation of these unfair trade statutes, and that
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is, a Department of Trade or single trade agency. There is not
going to be one now. We will not have everything in one agency.

There is going to be a split. I would be very dismayed to see, let
us say, a Deputy Commissioner of Customs being the sole official
responsible for the Countervailing Duty and Antidumping Acts.
These statutes involve our entire trade policy. I think something
like the trigger price mechanism in steel would never have evolved
as an administrative matter at a relatively low level within the
bureaucracy. A high level, political decision was required. If there
is no reorganization we are not going to have a very happy pros-
pect for our trade policy.

So there will oe some split in functions. It is unavoidable in cases
like the countervailing duty complaints against European Commu-
nity on dairy, on the automobile cases and a number of other cases,
steel cases in the future. There is going to have to be some high
level input at a political level. I would suggest that will have to
come from the SIR.

It is not the cleanest way of doing things. It is not the neatest
way on an organizational chart but I think it is unavoidable if you
will not create a single trade department.

Mr. GATES. I would agree with most of what Peter says, Mr.
Chairman, and stress one point that I alluded to. I think that the
problem we are going to have in the administration of the new
statute is going to be almost self-defeating. The timetables are very
short. The difficulties of obtaining the right kind of data or making
the right kind of adjustments that Peter has alluded to were never
apparent to me when I was in the Government; only when I began
to, misguidedly, occasionally get involved in an unfair trade prac-
tice case did I realize that the law is very simple-over simplistic,
compared to reality.

The reality of commercial competition, or pricing, is far more
complicated than our statutes provide for or our concepts, and yet
the law also provides that under certain circumstances there will
be negotiated solutions, there will be determinations and certain
assurances and so on.

In my experience the information under the old timetable was
seldom solid until the last minute, and then always debatable and
dubious, and as Peter said, there are always policy decisions made
daily in these kind of cases. They have to be by their very nature.

I think we are going to find, particularly with the division of
authority here, that the timetables will have to be met under
statute and there will be no opportunity to find negotiated solu-
tions.

Mr. FRlNZEL. Mr. Chairman, may I follow up on that point. I
missed Alan's excellent testimony, which I have been trying to
read. I still do not understand, Alan, the way you would like to see
this particular point worked out.

Mr. WOLFr. My preference is to have a trade department or a
single trade agency. I do not think the President will go along with
that. I do not think that there is enough support in the Congress
for a Department of Trade to be created at this time. Therefore,
you cannot get the implementation of the unfair trade practice
statutes in the same agency as negotiation and other trade func-
tions.
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That means either leave the countervail and antidumping where
they are in Treasury or move them to the Department of Trade
and Commerce. Wherever they are, I would say it is absolutely
essential to have a Presidential appointee, appointed with the
advice and consent of the Congress, responsible for the administra-
tion of the statues, not a Deputy Commissioner of Customs but an
assistant secretary level official who can be brought up here and
made accountable.

I do not know how best to avoid repetition of the television case,
which is one of the things that motivated a lot of the desire for
change in the beginning.

One way is adequate resources. Another way is congressional
oversight of a very constant sort. And I would submit that in this
imperfect world if you do have an assistant secretary for enforce-
ment someplace, there is still going to have to be someone who
pulls the antidumping and countervailing duty laws into our trade
policy and I say that fellow has to be the STR, absent a Secretary
of Trade, which we are not getting under any proposal that is
likely to be adopted in the near future.

Mr. FRENZEL. I have to agree with you. That is where we would
all like to be sometime. But assume that that is politically difficult.
Therefore, we can leave those two troublesome areas, countervail
and dumping, either with Treasury, we can move them to Com-
merce, or we can stick them in STR. There is quite a range of
opinion among the witnesses here as to what we do with them.
There is also quite a range of opinion in the panel up here as to
what to do with them.

We would like to put them somewhere where they work. We
have tried Treasury to, I think, disastrous results. Treasury did not
ever give a damn if they solved any of those problems or not, so
now we need to try something else.

Your statement indicates that you could live with Commerce if
there is an assistant secretary for enforcement. Is that it?

Mr. WoLwP. I see no great reason, frankly, for moving antidump-
ing and countervailing duties from the Treasury other than
making this some form of retribution against Treasury. There is no
great reason to move it out of Treasury into Commerce. I do not

know why Congress would give these functions a higher priority or
do the job better.

I do think that there should be an official who is answerable
almost entirely just for these statutes. In other words, someone
who does have a broad portfolio.

When there was an assistant secretary for enforcement of Treas-
ury, things ran a little bit more smoothly and I think that is
useful. Someone has to be graded almost solely on how those stat-
utes are working.

Mr. FRzNZZL. Of course the reason you want to take it out of
Treasury, I think, is because you are trying to get Treasury out of
that picture. What Treasury is left with in most of these bills is the
Customs Department.

If you leave an undefined agency or institution or instrumenta-
lity drifting off the general counsel's office in Treasury, you cannot
get any attention to the problem.
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If you are going to consolidate some of the function in Commerce
it seems to me then you can bring some weight to bear against the
problem.

We would sure like some good counsel on the best way to do it. I
would prefer not to encumber STR with it. But again, I guess if
somebody made a great argument for that, I could be had.

Mr. RASHISH. I tried to make that argument, Mr. Frenzel, in my
statement and I elaborated on it in the memorandum that I sub-
mitted for the record. I discern a certain convergence of views here
on the panel on this subject with Alan William being slightly
laggard, but I think he is coming our way, and that is, that the
enforcement functions in dumping and countervail properly belong
in STR for reasons which I think Peter Suchman identified most
clearly.

I find very little merit myself in putting it in Commerce. I just
do not understand the logic of it and the only explanation I have
been able to come up with is that the administration's proposal,
although I recognize that your proposal, Mr. Frenzel, does the same
thing, was based essentially on the notion that they wanted to
accommodate certain dissatisfaction in the Congress with the ad-
ministration of the antidumping and countervailing statutes, did
not want to put it in STR because they did not want to beef up
STR, increase its size, so they put in the Commerce.

That would be the third of three options that I would prefer. I
would prefer putting it in STR for reasons I would be glad to
comment on further. My second preference is to keep it in Treas-
ury where it presently resides. And I am afraid that the third
option, putting it in Commerce, is one that I would not want to
contemplate.

Mr. FRENZEL. Well, Treasury is sort of like continuing to bet on
the Cubs, is it not?

Mr. RASHISH. I do not think so. I think what is missing here in
the discussion on the Treasury's competence to administer the
countervailing and antidumping statute is the fact that you gentle-
men have enacted the Trade Agreement Act of 1979. You have
amended the administration of the countervailing duty and anti-
dumping statutes. There is some understanding, the precise nature
of which I am not familiar with, that Treasury will increase the
size of the personnel charged with this responsibility and I see no
reason why, given those facts, Treasury could not administer those
two provisions of law effectively.

My argument for putting it in STR goes to a different set of
issues, essentially the ones that Peter Suchman mentioned, to
which I would add one. And that is that under the countervailing
duty law, with the countervailing duty code as we have it now as
negotiated in the MTN, there is the second track procedure, which
is a 301 or STR procedure.

It seems to me somewhat awkward and anamolous to have one
track being administered by Treasury and the second track being
administered by STR. And given the overriding, it seems to me,
policy considerations that are involved-there is some policy lati-
tude in the administration of the countervailing duty and anti-
dumping acts-given that consideration, I think that on balance,
the body English I would impart would be to put it in STR.
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Mr. FRENZEL. I think I understood you the first time.
Mr. SUCHMAN. I was going to support what Mike just said. if the

function is not to be incorporated in that agency which also con-
trols ultimate trade policy decisionmaking, the whole concept that
Alan was expounding, there really is no logical reason for moving
it from Treasury.

The problems that have been developed there are largely organi-
zational. They have to do with the resources devoted to these
activities. Those problems could just as easily exist in the Com-
merce Department, and I would juess, would have existed if in the
period following the radical change and evolu*.on of these statutes,
which really overtook the capacity of the department to deal with
them, if administration had been in Comme-ce or Labor or any-
place else. The fact remains that the expertise is where it is, and
that the Treasury is an agency without the kind of constituency
that the Commerce Department has. If yau are not going to put
administration of these laws in a trade agency, to incorporate
policy and implementation, you are better off leaving it where it is,
because the new law will overtake the ability of a new department
to deal with the statutes.

Mr. FRENZEL. Of course, when you say, "If you are not going to
put it in a trade agency," means you do not believe that Commerce
is going to be at least partially a trade agency.

Mr. SUCHMAN. Well, sir, as I understand the administration's
proposal, policymaking functions in the trade area would remain
with STR. Now if that is not the administration proposal, I think it
has been misrepresented.

If the proposal is to put countervail and dumping in STR I think
a strong argument can be made for it. I have some slight hesitation
because, as I pointed out, STR is an agency which traditionally has
had a negotiating objective. And where I part company with Alan
is in believing that there is that much negotiating left in these
areas after you gentlemen have gotten finished amending the bill,
or amending the law.

The whole thrust of Congress, in this Trade Agreements Act, has
been to take out much of the discretion that was left in. So when
the rest of the panel says, "Well, the policy agency has to be able
to manipulate the administration of the statute to achieve other
ends," while I intellectually agree with that, as a lawyer I am not
sure there 'vill be much left to manipulate.

Mr. FRENZEL. I hope you are wrong. I guess that Alan thinks you
might be wrong. I think we have lots of things to negotiate many of
which we do not have the authority to negotiate, but they are still
going to have to be negotiated.

Mr. SJCHMAN. For instance, the automobile case has been al-
luded to several times as a negotiated solution to a major trade
problem. Under the law as it will exist after January 1, you could
not lhave the same solution that you had then because the authori-
ty of the secretary to discontinue an investigation for "other rea-
sons" has been removed.

So what is left is a much narrower span for negotiated solutions
than existed prior to passage of the Trade Agreements Act of 1979.

Mr. WOLFF. I would assume that you would need the cooperation
of the domestic industry in reaching some of the solutions that will
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be required. I do not think there is a great deal of leeway, a great
deal of discretion, but there are going to be some cases in which,
when I say "a negotiated solution", it is going to be a broad
negotiation, including some of the domestic folk as well, I would
think.

Mr. FRENZEL. Well, I thank all of you.
Mr. GIBBONS. The only way you could negotiate one now is to get

them to drop the case, is what you are talking about? You could
not really dismiss it any n;ore like you could for other reasons. If
you have a determined litigant you are going to be pushed to the
wall anyway and somebody is going to have to make a decision or
else it goes into the other court system.

They can appeal the decision to the court of appeals and you are
then really in a very tough due process binder and you are going to
have judges making decisions that have nothing to do with the
policy matters at all. I do not know what to do about the thing.

Let me ask you, how many people is it going to take to run this
new enhanced STR Office? All of you have had some experience
around here, Alan most recently, but the rest of you have been
watching it. Obviously 53 or 54 are not going to be enough horses
to pull that wagon.

Mr. WOLFF. I would think under the administration's proposal,
without much of any responsibility for antidumping and counter-
vail that it would take in the range of 130 to 150 people to handle
east/west trade commodity policy, the increased coordinating re-
sponsibilities. The number 59, which was in the President's fact-
sheet that was handed out, would be entirely inadequate.

A full complement of 59 would mean that functions have been
given in name only because one cannot possibly handle those new
areas without additional people. I believe and hope that OMB is
taking a second look at that in coming up with some new esti-
mates.

Mr. GIBBONS. Were you able to pay attention to Bill Walker's
testimony, he preceded you, or were you engaged in other conversa-
tion at that time? He made the point that we are really in a
different ball game now.

The STR was the king bee. He could make the decision. The
other governments could not deal with anybody else. Do you feel
that that is being undercut by what is Pow being proposed?

Mr. WOLFF. We are in a new period. I did listen to Bill Walker's
testimony. It is not a single project. There are many projects.

The President's proposal disturbs me a bit in dividing up func-
tions. As I say, I would like to pull them all together. The question
is what could be done, building on the President's proposal, short of
a Department of Trade, that insures a single trade spokesman.

I think one thing would be to indicate that the STR is not just
the chief negotiator but also is in charge of the development of
policy. Second, give him adequate resources. And I come back to
that point, which is an important one, a 59-man office is not going
to run U.S. trade policy, not all the aspects of it.

The argument that the Executive Office of the President cannot
possibly accommodate an agency of any greater size is made pri-
marily by the 600-man Office of Management and Budget, which is
in the Executive Office of the President.
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Mr. GIBBONS. And they do not have much influence in govern-
ment at all.

Mr. SUCHMAN. Mr. Gibbons, if I could add one comment, I do not
understand why you need to create an undersecretary of trade in
the Commerce Department if he is not going to be a spokesman for
the United States on trade policy. It seems to me a very high level
job for someone who is simply going to have a bunch of clerks
running around adding up figures and following import statistics.

I think that Bill Walker's comment is well taken and we are
creating another voice in the U.S. Government at a very high level
for trade.

Mr. GIBBONS. Does not Commerce also run the weather service
too? That seems like a real good combination, trade and weather.

Mr. RASHISH. They will be able to tell "weather" we are going to
have a trade deficit.

Mr. GIBBONS. All of you have contributed greatly to my under-
standing of this problem but unfortunately nobody has been able to
show me the light at the end of the tunnel.

I kind of agree, though, and I go back to my experiences in the
forties, we soi . of won World War II and we celebrated it. All of us
got out of the service and went home and disarmed and our friend-
ly competitors around the world said, "Now is the time that the
Amercans have all gone home to celebrate the victory so we will
move out and have a new quiet war that we win without any
bloodshed." And that is what happened.

I am so worried that we have done that in the STR Office. I am
sorry you had to leave, Alan, but I can understand the necessity for
it. But we all have celebrated a victory and I am afraid that other
governments around the world are going to take advantage of the
fact that we are in rather bad disarray right now.

So I think is is important for us to move very hurriedly and I
realize that if we have the Long bill and the Frenzel bill and the
Jones bill, and maybe by that time I will have one too, we are all
competing for the center stage and we may end up with another
victory lost or forfeited because we were not able to take advantage
of it. That worries me. We have nobody in Geneva that I know of
now and obviously some things need to be done over there. We
really have no strong policy. People are leaving the Treasury, as
someone pointed out here, and we have a whole new team appar-
ently, by and large, coming into the STR Office.

If there was a time in our Government when we needed continu-
ity it is certainly now. So I think it is imperative that we move,
perhaps make some compromises.

Alan, yon said you did not think it was possible to get a Depart-
ment of Trade. Well, I do not know. I do not know how determined
the Senate is on all of this and what action they will take. Perhaps
we ought to consider that.

Mr. Chairman, I have taken up more time than I ought to have.
Mr. VANDER JAGT. I have no questions.
Mr. VANIK [presiding]. I just have one question of the panel that

I would like to propound. I am sorry that I was not here. I was
dealing with other problems of our committee.

I am worried a little bit about what is left of the ITC function. Is
there any reason why we should not consider doing something
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about than? The plan takes away some responsibilities. There is left
a factfinding agency but can we justify that tremendous operation
there for the facts that they have to rule on and find on? Is there
any opinion on the panel as to how we might better and more
effectively and efficiently use that talent?

Mr. RASHISH. I have no particular views on that subject, Mr.
Vanik, but I do not share your impression that the ITC's functions
are in any significant degree being reduced by the administration's
proposal or would be by, say, the bill that Congressman Gillis Long
has introduced, which I have supported here today. The only issue
I think is that of shifting the administration of section 537 of the
Tariff Act of 1930 to Commerce.

Mr. VANIK. It moves 337 and nomenclature out of ITC.
Mr. RASHISH. That's correct.
Mr. VANIK. That is a substantial function. Are there any other

comments by members of the panel on that point?
Mr. GATES. I could think of one comment, Mr. Vanik. I share

your uncertainty and I have reread the administration's material
on why the transfer of 337 and I am not at all sure that I know the
reasons yet. I am concerned and I defer to the lawyers on this
panel as to whether or not an essentially adjudicatory proceedin-
such as 337 appears to be should be moved to a department. I ao
not understand that.

As a more positive response to your question, I think the commit-
tee ought to be concerned about the ITC in perhaps another direc-
tion. The ITC is now going to have some very important functions
under the codes, under the new statutes.

Mr. VANIK. They get the countervail injury, and they have
shorter deadlines.

Mr. GATES. You are still going to have the injury determinations,
which has a much shorter time fuse, much shorter deadlines, and I
think a great deal is going to depend on the quality of their work
and ability to really investigate what are invariably products issues
and specific industries, for which the information is difficult to
come by, and they are not going to have much time to do it.

Mr. VANIK. Do you have any comment, Alan.
Mr. WOLFF. Yes. In the committee press release one of the ques-

tions that was to be addressed in these hearings was whether the
injury element of the 337 case might not be kept in the USITC and
I think that makes sense. I do not know that this particular ele-
ment received a great deal of attention compared with a number of
the other elements in the administration's proposal.

I would think that that division would be a useful one: injury in
the USITC and the finding of an unfair trade practice in the
Department of Commerce. Ultimately, it seems to me that many of
the functions of the ITC could be incorporated in a Department of
Trade but for the near term, again, one should strengthen the
USITC rather than limiting it.

I think 337, outside of patent cases, caused a great deal of confu-
sion in the past and that bringing that within the Executive
Branch agencies does make sense, outside of the injury test.

Mr. VANIK. Is there any other further comment?
Mr. SUCHMAN. I agree with Alan. I think that it makes sense to

have the factfinding part of 337 where the antidumping and coun-
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tervail investigative authority is but there is no reason at all to
move the injury portion to another agency.

Mr. VANIK. I want to thank the panel very much for your very
extended time for questioning. I appreciate it very much. Thank
you.

The next witness will be Robert B. Peabody, president of the
American Iron and Steel Institute, accompanied by Richard Schu-
bert of Bethlehem Steel. Gentlemen, we are very happy to have
you.

You may proceed with your statement in any way you see fit.
Your entire statement will be printed in the record as submitted.
You may proceed in any manner that you see fit, after the disturb-
ance clears.

That is one of our new CIA detectors that is reporting everything
that is going on in this room.

Mr. PEABODY. It works very effectively.
Mr. VANIK. They bought this one in Bulgaria, I think.

STATEMENT OF ROBERT B. PEABODY, PRESIDENT, AMERICAN
IRON & STEEL INSTITUTE, ACCOMPANIED BY RICHARD F.
SCHUBERT
Mr. PEABODY. Mr. Chairman, I am Robert B. Peabody. I am

accompanied by Richard F. Schubert. Our testimony today is on
behalf of the American Iron and Steel Institute whose 63 domestic
members represent 93 percent of American steel production. I am
president of AISI. Mr. Schubert is chairman of the Institute's Com-
mittee on International Trade and president of Bethlehem Steel
Corp.

We wish to speak today to one element of the trade reorganiza-
tion proposals being considered by the committee-the enforcement
of our trade policy.

The Congress, working with the administration, has in the new
Trade Agreements Act demonstrated as clearly as possible the
necessity for strong, nonpolitical enforcement of our trade laws.
The dismal history of enforcement has been discarded as a model
for the future. The procedures have been tightened, the time sched-
ules for action improved and the rules clarified.

In brief, Congress has provided for a good enforcement system;
the problem now is to make it work. And that is what we want to
speak to today.

In our view, the location of the trade law enforcement functions
should be dictated by the following considerations:

One, trade law enforcement should be depoliticized. That means
to us that:

The entity having trade law enforcement jurisdiction should be
headed by an official who is nominated by the President and con-
firmed by the Senate.

The trade law enforcement entity should have a separate budget;
those who work for it should be professionals; and it should be of a
status that it will-particularly if there are to be persons from
existing organizations to be transferred to it-be recognized as an
important, meaningful organization which can recognize good
career officials. The model of the Internal Revenue Service is one
to follow.
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The head of the entity-perhaps called "Commissioner" or "Ad-
ministrator"-should have a fixed term of office, for perhaps 4
years. That would clearly demonstrate the trade law enforcement
function was intended to be shielded from day-to-day influence.

In short, trade law enforcement should be based upon criteria
specified by law and not upon political considerations.

Two, trade functions should be organized so that trade law en-
forcement is not influenced by considerations relating to interna-
tional trade negotiations or export promotion.

If enforcement is lodged in the same department with another
function which presents a potential conflict of interest, the depart-
ment should be structured in such a way as to insulate the enforce-
ment function from the influence of the other.

Otherwise trade law enforcement will inevitably be the subject of
pressures lrelating to other important, but unrelated, consider-
ations. To be avoided in particular are those situations where a
foreign interest attempts to affect the enforcement process by
promises of actions in some unrelated area.

We are particularly concerned that under both the administra-
tion reorganization proposal of July 19 and draft Executive order
relating to trade reorganization, the Trade Policy Committee,
chaired by the Special Trade Representative, would have, to the
extent permitted by law, responsibility for policy issues arising in
connection with the administration of U.S. trade laws. The pros-
pect of vesting the Trade Policy Committee with such broad and
largely undefined responsibilities with respect to trade law enforce-
ment is alarming and totally at odds with the Trade Agreements
Act of 1979 which centralizes decisionmaking in the administering
authority. The proposed committee's coordination activities with
respect to trade law enforcement matters sounds like a euphemism
for the perversion of the impartial enforcement required by our
trade law. We believe that no interagency committee should have
the authority to interfere in the adjudicatory enforcement of our
trade laws.

It is important that any reorganization of trade function be
completed well in advance of the first of next year, which is the
effective date of the new law.

Mr. Chairman, we believe that Congress has as its goal fair trade
and fair enforcement of our laws against violations of fair trade. To
organize trade functions in a way which would expose enforcement
to the conflicting influence of trade negotiations, export promotion
or political considerations, would, in our judgment adversely affect
adjudicatory enforcement and frustrate the congressional intent
expressed in the careful wording of the fair trade laws.

In short, ineffective organization arrangements for trade respon-
sibilities will thwart the will of Congress.

We respectfully submit that the best way to achieve the intent of
Congress is to protect trade law enforcement from political pres-
sures and functionally insulate it from international trade negotia-
tions and export promotion.

That is the end of our written statement, Mr. Chairman. The
essence of our point is, I think, this: We urge that there be depoliti-
cized trade enforcement, that wherever it is located that it be
headed by the highest possible ranking person, that that person be
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confirmed by the Senate so as to focus authority and responsibility
and attention upon them.

We would like to have a separate budget line item for enforce-
ment. We would like to have it established as a career function,
removing to the greatest extent practicable, the political influence
on what is essentially an enforcement procees.

Mr. VANIK. Do you have any further statement you would like to
make?

Mr. PEABODY. No, sir.
Mr. VANIK. I agree substantially with what you said today. How

does the Institute feel on the transfer of the countervail and anti-
dumping from 'Treasury to Commerce?

Mr. PEABODY. Our position, Mr. Chairman, is as follows: Congress
has produced a very good statute. As was mentioned a few minutes
ago by Mr. Gibbons and others, the problem is now enforcement of
the statute.

We are concerned deeply with respect to that enforcement, irre-
spective of where it is located. We need to get away from the past
with respect to enforcement and establish a depoliticized, profes-
sional, outstanding enforcement mechanism.

If it stayed in Treasury, for example, we would say these same
things. If it was located in Commerce we would say these same
things. Wherever it is located, we would say these same things. The
administration's )roposal, Mr. Frenzel's proposal, the other bills
that are pending, all contemplate in one fashion or another either
citing it in Commerce or locating it in someplace other than Treas-
ury.

We have, for this purpose, gone along with the notion that it is
going to be other than in Treasury and have spoken along that
line. But even if it were to stay in Treasury, major changes of an
organizational nature, in our judgment, are required in order to
enhance and facilitate the enforcement process, to upgrade the
quality of it, to improve the operation of that system.

Similarly we think in ITC, that the quality of the decisionmaking
on such matters as injury are vitally important. The strength of
the entire enforcement sytern is crucial.

Mr. SCHUBERT. Mr. Chairman, if I might add to that. We in the
steel industry have not had a very satisfactory experience, as you
know, with the Treasury Department enforcement in these areas.
A reasonable bystander might immediately preceive that we should
be in favor of transferring to anywhere, rather than retaining
jurisdiction in Treasury.

But to use Congressman Frenzel's analogy, although we are re-
luctant to continue to bet on the Cubs we are also reluctant to bet
on the Phillies and we want to see what Commerce will do, or STR
or anyone else.

What we understand of the administration's proposal leads to
very grave concerns about placing enforcement in Commerce with-
out the degree of insulation, depoliticization that we think is neces-
sary for the law enforcement process in the countervailing and
antidumping areas. What we want is a law enforcement process.

Mr. PEABODY. I, unfortunately, was not here this morning to hear
what Mr. McIntyre said but I have a copy of his statement. I would
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like to direct your attention to what he says with respect to import
remedies in relation to STR.

The net of his statement is that STR is going to set the policy in
respect of import remedies. This, I suggest to you, is precisely the
opposite of an enforcement process. This is precisely the concern
that we have with respect to trade-offs of an economic or political
nature relative to enforcement. They very boldly state that the
STR, through the Trade Policy Committee will oversee general
coordination of the application of import remedies.

In their proposal it is very clear that policy decisions in the trade
enforcement area are going to be not as is required by the statute
in the form of a decision made by the administering authority but
are going to be determined by this Trade Policy Committee,
chaired by STR. I suggest to you that that is precisely the opposite
of what you worked for on the new bill, on the new act.

Mr. VANIK. Mr. Frenzel.
Mr. FRENZEL. No questions.
Mr. VANIK. Mr. Vander Jagt.
Mr. VANDER JAGT. No questions.
Mr. VANIK. I have one other thing I would like to ask. I have

always hoped that our action on the trigger price system and on
the amendment, that we had in the Trade Act, would result in
some increased investment in the domestic steel industry.

What are the prospects? Can you address yourself to that for a
moment? I know it is unrelated, but I do not get a chance to put
this question very often.

Mr. PEABODY. I think, Mr. Vanik, we are going to be attempting
in the next several weeks to come to you and to other Members of
Congress with some specific thoughts in that area.

Mr. VANIK. Is that the depreciation plan you want?
Mr. PEABODY. We will be talking to you, sir, more broadly even

in respect to capital formation and its influence and effect on the
domestic industry and its future. I believe we will have some
definitive words for you in the very near future along that line.
The net effect of it will be, I think, that certainly the domestic
industry is very keenly interested in not only perpetuating itself
but growing.

I think clearly our interests are to invest and reinvest funds in
the industry. The piece that I am thinking of, that I am referring
to, will go into some detail with respect to that.

Mr. VANIK. What is the dollar value of the new production
facility that is onstream now?

Mr. PEABODY. If you wanted to put in a Greenfield plant, you are
talking somewhere frorl $1,000 to $1,200 an annual ton of capacity.
You are probably talking in an integrated plant of 1- to 4-million-
ton increments. So you are talking of $1 4 billion to $4 billion by the
time you integrate it and site it.

In short, as you know, these are monumental undertakings.
Mr. VANIK. Well, they are monumental undertakings and they

have to have some assurance of market and productivity and prof-
itability for a given period of time to warrant the construction.

I was hopeful, in this committee, that we would be able to talk
about such things and to put on the table some concrete inter-
changes where there would be some commitment to spend money

54-396 0 - 80 - 11
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to a given extent. In other words, that there would be some clear-
cut commitment as to the industry's plans so that we could eventu-
ally deal with the foreign competition on the basis of a superior
facility rather than having to protect it.

Mr. SCHUBERT. Mr. Chairman, if I might respond on behalf of
Bethlehem and not the Institute, because in respect to plans for
the future that is something that has to be dealt with on a compa-
ny basis.

We are in the process at Bethlehem of making some preliminary
judgments in preparation for a presentation to our board of direc-
tors with regard to capital spending over the next 4 or 5 years. We
have what we call a long laundry list of projects that would clearly
enhance our competitive posture, particularly in respect of foreign
steel, whether you are talking about continuous casting machines
or blast furnaces, through the whole spectrum of the steel process.
Most of those projects that we now have on our list provide excel-
lent returns.

We simply will not be able to perform many of those projects
because we do not have the profitability nor the capital recovery
system in this country that would so provide. We are at a very
distinct disadvantage with respect to industrial competitors around
the world, whether you go to Canada or Japan or the best in
Europe.

And we are most anxious, Mr. Chairman, to discuss that matter
with you and the members of this committee.

Mr. PEABODY. I would like to say one other thing, Mr. Vanik, on
that point only. The Trade Agreements Act of 1979 has taken a
good firm step down the direction of permitting there to be proper
enforcement of our trade laws. When that happens, there will be
less of this subsidized product coming in, less of this dumped prod-
uct coming in, which I think is the will of Congress.

Our interest is that the act be enforced. That will make a major
contribution. That is not protection, that is just the enforcement of
the law. Then these other elements of capital formation will come
into play.

Mr. VANIK. Yes. The only thing I am suggesting is that when we
talk about this that we get some solid, definite industry commit-
ments because frankly, I hope I am wrong, but I have fears that
the recession may be a little more extensive and more serious and
we are going to be trying to stimulate the development of a better
plant facility during this period so that we can catch up when
things normalize. It would be a good time to do it.

Mr. PEABODY. Yes, sir, we share that thought.
Mr. VANIK. Except for the costs of borrowing money, which are

just horrendous and running out of control. But it would seem to
me that the market for buying things and for getting things done
ought to be softer than it would normally be, and I think that this
is a particularly appropriate time to put on the table the contin-
gent plans that are based on some recognition by Government of
your special problems in capital recovery.

I want to thank you very much. Mr. Gibbons, do you have
anything?

Mr. GIBBONS. Yes. I want to make it clear that, first, I support
fair trade, that you all should not be competed against unfairly and
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I hope that these new countervailing duty and antidumping laws-
I should say laws in both cases-will work and will work effectively
and will eliminate every iota of unfair competition that you face.

I guess I am in a better position to say tlhis than some other
members of the committee. You all are never going to survive in
world competition. Your labor costs are too high. You cannot com-
pete. Your labor gets an unfair portion of the American pie and
until you face up to that and until the labor people that you have
to negotiate with face up to that, there is only one solution, and
that is, the Government is going to have to keep on bailing you out
and that will not work, that will not sell.

I hate to preach to you but you cannot take and your labor
cannot take the large chunk out of the American pie that you do
and expect to be able to compete. Your labor costs have gone up
much more rapidly than any other labor cost of any other industry
in the United States and until you face up to that, you are like a
rebel soldier whistling Dixie.

Mr. SCHUBERT. Mr. Congressman, let me comment, if I may. We
are concerned. I am sure the individual companies are very con-
cerned about labor costs. We are shortly going to be entering into
negotiations with the steelworkers union in respect to a contract
next year and we obviously are sensitive to pricing ourselves out of
the market.

We have in the past, along with the autoworkers, who immedi-
ately precede us generally and set the pattern to a significant
extent for us and the coal workers union, we have provided very
generous settlements for our employees. Nevertheless, I think it is
important to note that we feel very strongly that we are clearly
competitive in our market and we have taken a very strong posi-
tion, Mr. Congressman, that if we cannot abide by the competiton
for our own market we do not deserve to be in the business.

As far as Bethlemen is concerned, we do not want Government
aid and assistance. We do want fair trade, however.

Mr. GIBBONS. There is nothing so mysterious about making steel
that most other people do not know about by this time. In fact, I
am afraid that some of them know as much about it as we do. Your
labor costs have skyrocketed in proportion to the other costs in
American industry, and to that extent American steel and Ameri-
can steel labor have committed aggression against the rest of
American industry.

You have a premium now of about 68 or 70 percent above the
rest of American labor for your labor. There is nothing in the
world that we can do for you sitting here in Congress other than
just say, "We are going to nationalize you in a kind sort of way. We
are going to keep subsidizng you and subsidizing you until some
future Congress gets mad and just takes you over.

Until you all face up to that, you are still whistling Dixie.
Mr. PEABODY. Mr. Gibbons, without attempting to alienate you,

which is the last thing in the world I want to do.
Mr. GIBBONS. You do no. need to worry about that. I am already

alienated.
Mr. PEABODY. I hope and trust you are not.
Mr. GIBBONS. Just come head on at me. Go ahead.
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Mr. PEABODY. Let me just mention one minor point-maybe it is
not so minor-one point which is within the control of this commit-
tee. It runs this way: In Canada our steel competition depreciates
its plant equipment over a period of 1 and 2 years. In this country,
after a herculean effort, the steel depreciation rates became 15
years, under ADR. The same labor union is up in Canada. The
effect of just the depreciation policy of the Canadian law is obvious.
It is monumental.

That is something right within the scope of this committee and is
right on the issue of productivity and on the effect that, without
protectionism, without anything else, would make a monumental
step in the effort of the domestic steel industry to get funds.

Now we are going to be speaking to that at some length. My
point is, people speak to the Jones-Conable bill and its 10, 5, 3
years depreciation schedules and what a strange, amazing change
that is going to make. Good heavens, our neighbor up north is 1 to
2 years. Our competition in the United Kingdom, in France, also
benefit from 1 to 2 years on depreciation.

That is solely, completely, and totally aside from the question of
labor cost. That is policy of the national government as far as taxes
are concerned, and productivity.

Mr. VANIK. Would you like to us to take the rest of their tax
code, too?

Mr. PEABODY. Well, sir, I am not expertized on that but I sure
am on that 1 to 2 years.

Mr. GIBBONs. I think we do need to write our industrial plants
off over a shorter period of time for tax purposes.

Mr. PEABODY. I might say, Mr. Gibbons, they deplete not to the
pellet but to the hot metal. When they apply their depletion rules
in Canada, the Canadian companies do not take the depletion
merely to the pellet. They take it the whole way through hot
metal.

Mr. GIBBONS. I will not argue with you that we do not have some
troubles with the tax law.

Mr. PEABODY. But we are the ones that you are saying, with
tongue in cheek, some future Congress is going nationalize us. That
is the last thing in the world this domestic industry wants.

Mr. GIBBONS. I understand that. It would be terrible to do it, but
some future Congress is going to get mad and say, "We have done
everything we can for them."

Mr. PEABODY. We want the present Congress to change the capi-
tal recovery laws. We want the present Congress to change the
administration mechanism for the enforcement of our existing
trade laws. We do not want protection.

Mr. GIBBONS. I will make a deal with you. You get those labor
costs down so you are not committing aggression against all other
American laborers and I will go along with you.

Mr. PEABODY. Well, I might come around and call you on that.
Mr. GIBBONs. You have gotten your labor costs up so high that

the rest of American labor cannot make any money out of working
American steel. That is the problem we have. That is a dilemma
we have in this country.
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Mr. PEABODY. That is one of the dilemmas we have, Mr. Gibbeos.
The one that is within the control of this committee runs to the
enforcement of the trade laws and the capital recovery system.

Mr. GIBBONS. I read your financial statements and I get as much
out of them as I can, and a lot of your money goes into thp ,act
that your labor costs are just exorbitant when compared to the rest
of American labor.

Mr. VANIK. I think we can continue that in another forum. I
want to thank you gentlemen very much for your testimony. We
appreciate very much having you.

I would like to suspend for 10 minutes so that we can make this
vote and then we will resume and conclude the hearing.

[Whereupon, there was a recess taken.]
Mr. VANIK. The committee will come to order. Our next witness

will be Stanley Nehmer, president of the Economic Consulting
Services, the Ad Hoc Subsidies Coalition, and Donald deKieffer. We
would be very happy to hear from you at this time.

Your entire statement will be admitted in the record as submit-
ted. You may read from it or excerpt from it, whichever way you
want.

STATEMENT OF STANLEY NEHMER, ON BEHALF OF THE AD
HOC SUBSIDIES COALITION, ACCOMPANIED BY DONALD
deKIEFFER, COUNSEL
Mr. NEHMER. Thank you, Mr. Chairman. I will endeavor to sum-

marize our brief six page statement for the committee.
My name is Stanley Nehmer, president of Economic Consulting

Services, Inc., and with Mr. deKieffer, we are appearing on behalf
of a coalition of 33 industrial and labor organizations-the list of
these organizations is attached to our testimony-that has been
working for almost 2 years for an effective implementing bill for
the subsidies agreement negotiated in Geneva.

Mr. deKieffer is a partner in the Washington law firm of Collier,
Shannon, Rill, Edwards & Scott, and both of us have had extensive
experience with the trade statutes. We have represented a number
of clients who have filed cases under the 1974 Trade Act and other
statutes.

There are several major proposals before Congress on the subject
of trade reorganization, including the proposal submitted by the
White House. These proposals cover a wide range of matters. We
are not in a position today to express a preference for one proposal
over the others. Ours is a broad coalition, covering many interests,
a coalition formed to work on the subsidy countervailing duty
issue.

There is, however, agreement within our group on a few key
points regarding the administration of the countervailing duty and
antidumping statutes and I can make four of these points rather
briefly.

First, we are gratified that so many Members of the Congress
have taken a strong interest in the subject of trade reorganization
and that they have pressed the administration vigorouily on the
subject. In our view, the administration of America's trade laws
and policies is as important as the amendments to the trade stat-
utes contained in the new Trade Agreements Act.
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Delay in dealing with trade reorganization could jeopardize the
effective implementation of the recently completed multilateral
trade negotiations. We trust, therefore, that it is the intention of
this committee and of the Congressional leadership to deal expedi-
tiously with this subject and to send a bill to the President or
approve a reorganization plan this fall.

We emphasize this point, Mr. Chairman, because we believe that
there cannot be effective implementation of U.S. rights and obliga-
tions stemming from the MTN until there has been an effective
restructing of the trade functions within the U.S. Government.

Second, we are most happy to see that none of the proposals call
for the Treasury Department to continue its administration of the
countervailing duty and antidumping duty statutes. The Treasury
Department appears to regard effective administration of these
statutes as protectionist, although subsidies and dumping are, in
fact, forms of protectionism.

Our group was among the first and among the most outspoken in
calling attention to Treasury's ineffective administration of the
unfair trade statutes. We continue to believe that new and vigorous
direction must be given to both statutes, and we hope that there
will not be any changing of minds on Capitol Hill, or downtown
either, on this fundamentally important point.

The subcommittee's press release of August 15 poses a basic
question on the rationale for the transfer from Treasury to a new
Department of Trade and Commerce of the responsibility for anti-
dumping and countervailing duty functions. This question is quite
relevant to our group's determination to publicize Treasury's ac-
tions in this area and to press for the removal of this function from
the Treasury Department.

I placed in the record of this subcommittee's hearings last Octo-
ber and our group amplified on this question in a submission to the
Senate Finance Committee's International Trade Subcommittee
last March the detailed record of numerous instances of Treasury's
mishandling of countervailing duty cases. We felt then, and still
feel today, even with a change in the head of that Department,
that Treasury is unwilling or unable to perform an effective job in
administering these statutes as intended by Congress.

You ask, and so do we, why? The answer, we believe, is a philo-
sophic antipathy to these statutes. Those companies, labor unions,
or industries which file petitions to seek redress against unfair
trade practices are considered by Treasury to be protectionist. The
very redress they seek is considered by Treasury to be protection-
ist. And, indeed, so does the Treasury Department consider the
statutes themselves. This attitude has prevailed in the Treasury
Department from the Secretary down. We do not believe that
either the Trade Agreements Act of 1979 or the appointment of a
new Secretary of the Treasury will change the long-standing philo-
sophic approach of that Departm;nt.

Third, we believe strongly that the administration of the counter-
vailing duty and antidumping statutes should be certain, predict-
able, and effective. The Trade Agreements Act of 1979, which will
amend both of these statutes and which has now passed both
Houses of Congress, correctly limits the discretion of the adminis-
tering authority in carrying out the statute's requirements.
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In this regard, our group is not seeking a proctectionist bent in
the administration of these statutes. We are seeking effective im-
plementation. We are seeking objective implementation. We are
seeking the end to unfair trade practices in accordance with com-
mitmentb made in Geneva and still to be made by those govern-
ments which will sign the new codes of conduct and in accordance
with the new trade legislation recently enacted.

In this connection, we assume that in the fact sheet prepared by
the White House in July on trade reorganization, the reference to
the Trade Policy Committee having coordinating responsibility for
"import remedy policy: for example, antidumping and countervail-
ing duties, to the extent legally permitted" means no more and no
less than the words of the White House release. We note the
concern expressed by the Director of OMB at the briefing that was
held in July to the effect that the President wishes to guard
against protectionist tendencies in the implementation of the
statutes.

We are not aware of any evidence over the past few years to
indicate that those Government departments whch have trade
functions have practiced protectionism in any of their procedures.
In fact, so far as countervailing duties are concerned, it would seem
to use that proper enforcement of that statute is good business
practice and certainly pro free trade.

I should add that it would be most unfortunate, and we are sure
the administration would agree, if this oversight function permit-
ted a repetition of the ineffective implementation of these statutes
as has been the case since the Trade Act of 1974 was enacted.

Fourth, we believe that consideration should be given to aug-
menting the staff capabilities of both the administering authority
and the International Trade Commission. We suggest this since it
seems likely that these staffs will have more work to do in the
future because more cases may be filed under the amended anti-
dumping and countervailing duty statutes and because the new
countervailing duty statute will now require an injury test in all
cases. And it is essential that the staff work should be of high
quality and that deadlines should be met.

What has been submitted to you by the administration may not
be the most polished Government reorganization proposal to have
come before this committee. But it represents a recognition of the
need to do better-much better-in this vital area of international
trade than has previously been the case. It is constructive. It is
positive. Whatever restructuring comes out of the legislative proc-
ess should not be allowed to drag on and on to the point of losing
the gains repnisented by the Multilateral Trade Negotiations and
the Trade Agreements Act.

That completes our statement, Mr. Chairman. We would be glad
to answer any questions.

[The prepared statement follows:]

STATEMENT OF STANLEY NKHMKR AND DONALD DEKIEFFER ON BEHALF OF THE AD
Hoc SUBsIDIEs COALITION

Mr. Chairman, my name is Stanley Nehmer, President of Economic Consulting
Services, based in this city. Today, I am appearing on behalf of an ad hoc coalition
of 33 industrial and labor organizations (Attachment) that has been working for
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almost two years for an effective implementing bill for the Subsidies Agreement
negotiated in Geneva.

With me is Mr. Donald deKieffer of the Washington law firm of Collier, Shannon,
Rill, Edwards and Scott. Both of us have had extensive experience with the trade
statutes, and have represented a number of clients who have filed cases under the
1974 Trade Act and other statutes.

We appreciate the opportunity to testify on the extremely important issue of
trade reorganization. There are several major proposals before the Congress on this
subject, including the proposal submitted by the White House, and these proposals
cover a wide range of matters.

While Congress will ultimately work its will with respect to trade organization, it
is unclear to us whether, procedurally, the Administration will submit its proposal
in the form of a bill or as s rumorganization plan. We would hope that, if it is
submitted as a reorg.anization plan, the Committee would express our views on this
issue to tire administration.

I am not in a position today to express a preference for one proposal over the
otherm. Ours is a broad coalition, covering many interests, a coalition formed to
work on the subsidy/countervailing duty issue.

There is, however, agreement within our coalition on a few key points regarding
the administration of the countervailing duty and antidumping statutes. I can make
these points rather briefly.

First, we are gratified that so many members of the Congress have taken a strong
interest in the subject of trade reorganization and have pressed the Administration
vigorously on the subject. In our view, the administration of America's trade laws
and policies is as important as the amendments to the trade statutes contained in
the new Trade Agreements Act.

Delay in dealing with trade reorganization could jeopardize the effective imple-
mentation of the recently completed Multilateral Trade Negotiations. We trust,
therefore, that it is the intention of this Committee and of the Congressional
leadership to deal expeditiously with this subject and to send a bill to the President
or approve a reorganization plan this Fall. I emphasize this point, Mi. Chairman,
because we believe that there cannot be effective implementation of U.S. rights and
obligations stemming from the Multilateral Trade Negotiations until there has been
effective restructuring of the trade functions within the U.S. Government.

Second, we are most happy to see that none of the proposals call for the Treasury
Department to continue its administration of the countervailing and antidumping
statutes. The Treasury Department appears to regard effective administration of
these statutes as "protectionist," although subsidies and dumping are, in fact, forms
of protectionism.

Our group was among the first and among the most outspoken in calling atten-
tion to Treasury's ineffective administration of the unfair trade statutes. We contin-
ue to believe that new and vigorous direction must be given to both statutes, and we
hope that there will not be any changing of minds on Capitol Hill, or downtown
either, on this fundamentally important point.

The Subcommittee's press release of August 15 poses a basic question on the
rationale for the transfer from Treasury to a new Department of Trade and Com-
merce of responsibility for antidumping and countervailing duty functions. This
question is quite relevant to our group's determination to publicize Treasury's
actions in this area and to press for the removal of this function from the Treasury
Department.

I placed in the record of this Subcommittee's hearings last October and our group
amplified on this question in a submission to the Senate Finance Committee's
International Trade Subcommittee last March the detailed record of numerous
instances of Treasury's mishandling of countervailing duty cases. We felt then, and
still feel today, even with a change in the head of that Depar':aent, that Treasury is
unwilling or unable to perform an effective job iii administering these statutes as
intended by Congress.

You ask, and so do we, why? The answer lies, we believe, in a philosophic
antipathy to these statutes. Those companies, labor unions, or industries which file
petitions to seek redress against unfair trade practices are considered by Treasury
to be protectionist. The very redress they seek is considered by Treasury to be
protectionist. And, indeed, so does Treasury consider the statutes themselves. This
attitude has prevailed in the Treasury Department from the Secretary down. We do
not believe that either the Trade Agreementz~ Act of 1979 or the appointment of a
new Secretary of the Treasury will change the long-standing philosophic approach
of that Department.
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Third, we believe strongly that the administration of the countervailing duty and
antidumping statutes should be certain, predictable and effective. The Trade Agree-
ments Act of 1979, which will amend both and which has now passed both houses of
Congress, correctly limits the discretion of the administering authority in carrying
out the statutes' requirements.

In this regard, our group is not seeking a protectionist bent in the administration
of these statutes. We are seeking effective implementation. We are seeking objective
implementation. We aie seeking the end to unfair trade practices in accordance
with commitments made in Geneva and still to be made by those governments
which will sign the new codes of conduct, and in accordance with the new trade
legislation recently enacted.

In this connection, we assume that the reference in the White House Fact Sheet
on trade reorganization to the Trade Policy Committee having coordinating respon-
sibility for "import remedy policy: for example, antidumping and countervailing
duties, to the extent legally permitted" means no more and no less than the words
of the White House release. We note the concern expressed by the Director of OMB
at the trade reorganization briefing to the effect that the President wishes to guard
against "protectionist tendencies" in the implementation of the statutes.

We are not aware of any evidence over the past few years to indicate that those
government departments which have trade functions have practiced "protectionism"
in any of their procedures. In fact, so far as countervailing duties are concerned, it
would seem to us that proper enforcement of that statute is good business practice-
and pro free trade.

I should add that it would be most unfortunate, and we are sure the Administra-
tion would agree, if this oversight function permitted a repetition of the ineffective
implementation of these statutes as has been the case since the Trade Act of 1974
was enacted.

Fourth, we believe that consideration should be given to augmenting the staff
capabilities of both the administering authority and the International Trade Com-
mission. We suggest this since it seems likely that these staffs will have more work
to do in the future because more cases may be filed under the amended antidunmp-
ing and countervailing duty statutes and because the new countervailing statute
will now require an injury test in all cases. And it is essential that the staff work
should be of high quality and that deadlines should be met.

We do not have any particular numbers in mind; we simply suggest that this
Committee, if it has not already arranged to do so, examine the question of what
needs to be done to staff the administering authority and the ITC adequately to
assure effective implementation of the countervailing duty and antidumping duty
statutes.

What has been submitted to you by the Administration may not be the most
polished government reorganization proposal to have come before this Committee.
But it represents a recognition of the need to do better-much better-in this vital
area of international trade than has previously been the case. It is constructive. It is
positive, Whatever restructuring comes out of the legislative process should not be
allowed to drag on and on to the point of losing the gains represented by the
Multilateral Trade Negotiations and the Trade Agreements Act.

Attachments.

ENDORSING ORGANIZATIONS

Amalgamated Clothing & Textile Workers Union, AFL-CIO.
American Apparel Manufacturers Association.
American Federation of Fishermen.
American Footwear Industries Association.
American Pipe Fittings Association.
American Textile Manufacturers Institute.
American Yarn Spinners Association.
Bicycle Manufacturers Association.
Cast Iron Soil Pipe Institute.
Clothing Manufacturers Association.
Copper and Brass Fabricators Council, Inc.
Industrial Union Department, AFL-CIO.
International Ladies Garment Workers Union, AFL-CIO.
International Leather Goods, Plastics & Novelty Workers Union, AFL-CIO.
Lead-Zinc Producers Committee.
Luggage & Leather Goods Manufacturers of America, Inc.
Man-Made Fiber Producers Association.
Metal Cookware Manufacturers Association.
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National Association of Chain Manufacturers.
National Association of Hosiery Manufacturers.
National Cotton Council.
National Handbag Association.
National Knitted Outerwear Association.
National Knitwear Association.
National Outerwear & Sportswear Association.
Northern Textile Association.
Scale Manufacturers Association, Inc.
Synthetic Organic Chemical Manufacturers Association.
Tanners Council of America, Inc.
Textile Distributors Association.
United Food and Commercial Workers International Union, AFL-CIO.
Valve Manufacturers Association.
Work Glove Manufacturers Association.

Mr. VANIK. As I take it, you agree with the administration's
proposal to shift antidumping and ctountervailing to Commerce?

Mr. NEHMER. Yes, sir.
Mr. VANIK. Are you at all concerned with the staffing problem?

Are you concerned with the likelihood that foreign policy consider-
ations may be given an even larger factor, if Commerce has the
function and STR has the overall policy review of important cases?

Mr. NEHMER. We are very much concerned about the staffing
problem. I think I said at one prior appearance before this commit-
tee that the Treasury Department's Office of Tariffs and Trade
presently has four professionals. There is no way they can do an
effective job with four professionals. It is necessary to augment the
capabilities.

We are concerned about the possible impact of foreign relations
considerations on determinations under the unfair trade statutes.
This has been the case in the past. We certainly hope that at the
very least that impact will be limited in the future.

I think we did say in our statement that if these statutes are to
be effective then the remedies must be certain, must be sure and
must be handled expeditiously.

Mr. deKieffer wants to add to this.
Mr. DEKIEMER. Mr. Chairman, I have only two things to add to

Mr. Nehmer's statement. One, I only today saw the entire flow
sheet of exactly how the Commerce Department would be strvi-
tured. We are, obviously, very concerned that the implementation
of the antidumping and contervailing duty statutes not be blended
with export promotion.

The second factor that I would like to draw to the committee's
attention is that the President's proposal suggests that section 337
be sent to the Commerce Department as well. I wvould suggest to
the committee that section 337 would be more appropriately left in
the International Trade Commission for a wide number of reasons,
primarily because it is not a bifurcated proceeding. It is one that is
primarily an administrative proceeding that the ITC has demon-
strated it is capable of handling.

A number of other reasons immediately occur, including one that
was mentioned a moment ago, that currently the Commerce De-
partment handles patents. Most 337 cases are patent cases and I
think there might be an inherent conflict. I do not think that there
is anybody in the trade field that advocates, particularly, 337 being
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moved to Commerce and I was surprised frankly to see the recom-
mendation that it be sent down there.

Mr. VANIK. Mr. Gibbons.
Mr. GIBBONS. Mr. Nehmer, would you object if the administra-

tion of the countervailing duty and the antidumping statutes were
transferred to the STR?

Mr. NEHMER. No, I personally would not object to it being trans-
ferred to the STR. I think our basic premise here is that the
Treasury Department is not capable, has not proven itself since
1897, I should say, to be capable of administering the statute. A
new home for that function is certainly well justified, STR or
Commerce.

Mr. VANIK. Thank you very much. We certainly appreciate your
testimony.

The next witness is Mr. Kenneth W. Bleakley.
You may proceed. Your entire statement will be submitted for

the record.

STATEMENT OF KENNETH W. BLEAKLEY, PRESIDENT, AMERI-
CAN FOREIGN SERVICE ASSOCIATION (AFSA), ACCOMPANIED
BY WILBUR P. CHASE, COUNSEL, JOHN PENFOLD, AND CARL
CUNNINGHAM, FOREIGN SERVICE OFFICERS
Mr. BLEAKLEY. Thank you.
I have with me, on my left, Will Chase, who is the counselor to

the American Foreign Service Association. I also have on either
side of we two experienced, and I believe typical commercial, offi-
cers of the U.S. foreign Service. Immediately to my left is John
Penfold, who has been commercial attach6 in Singapore, economic
officer in Bogota, has a master's in public administration from
Harvard specializing in economic. and has been on the President's
Commission on Executive Interchange, private sector finance and
business development abroad, working with the Northwest Energy
Corp.

On my right I have Carl Cunningham, who has an MBA from
Harvard, who has been a commercial officer in Montreal, economic
officer in Rangoon, major products officer in Jakarta and on detail
to the Iowa Development Commission's Export Promotion Division
and is now chief finance director of the American Republic Affairs
Office of Regional Economic Policy.

I have done my own graduate economics work at the University
of Oklahoma. While I am not a commercial officer, a political
officer, I believe all three of us represent the new breed of foreign
service professionals who are vitally interested in this function for
the U.S. Government abroad.

I would point out that none of us is wearing pinstripe suit. We
rarely do. We don't push cookies. We believe we have a pretty
hard-nosed attitude towards what needs to be done in the complex
international environment in which we operate abroad. We resent,
quite frankly, some of the remarks made today and elsewhere that
characterize us as soft air fairy policy people who don't have our
feet on the ground. We would welcome good hard questions on
what it is like to operate in the kind of international competitive
environment which characterizes what our commercial officers
have to do overseas today.
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Turning to my statement, which I understand will be entered in
the record, I will attempt to summarize what is really a brief
statement of only two pages.

As a representative of the largest single group of foreign trade
specialists in the Government, the American Foreign Service Asso-
ciation welcomes efforts to revitalize and strengthen trade policy
and export promotion. The decline of the U.S. balance of payments
and trade and of our share of the international market weakens
our economy at home, costs us jobs and undermines our ability to
conduct an effective foreign policy. For too long the United States
has paid too little attention to competing in the international
marketplace and to our trade promotion activities.

You have already heard from other witnesses as to the root
causes of these problems. I don't propose to be an expert on them
and won't dwell on them. We will dwell on the area we, the foreign
service professionals, know best, which is competing in the interna-
tional market abroad and what we believe is needed to do the job
appropriately and effectively.

First of all we need resources. Over the past decade the numbers
of foreign service personnel have actually declined as we have been
asked to respond to a fragmented international political-order, ter-
rorism, narcotics traffic, refugee surges, burgeoning travel by
Americans and the administrative requirements of proliferating
USG agencies abroad. If the United States is to wage a successful
export promotion effort we must take a lesson from our competi-
tors and devote the people and dollars to doing the job properly.
And that, Mr. Chairman, has not been the case.

In terms of priorities, those of us who work for Uncle Sam
overseas respond to the priorities established by the administration
and the Congress. Other priorities-environmental and human
rights factors, for example-have ranked high on your lists, trade
promotion has long been nearw the bottom. You need to raise the
priority.

Perhaps reflecting the above priorities, neither the State nor
Commerce Departments have given sufficient support to our trade
promotion efforts overseas. In State, support for the commercial
function is buried in a subsection of the Economic and Businesa
Bureau. The Foleign Service Association has made specific propos-
als to the Secretary of State to correct this situation. Witl: regard
to Commerce, the single greatest problem reported by our officers
overseas is the failure of the Bureau of Domestic arid Overseas
Business Affairs to supply the vital connections between our offi-
cers abroad and U.S. exporters at home. We need to establish
better links between our overseas posts and the U.S. business com-
munity.

But all three of these can only work as an effective set of
requirements if we adopt an integrated approach to what needs to
be done abroad. We and our international competitors are learning
that effective trade promotion overseas requires the marshalling of
all our resources, not just salesmanship. Knowledge of the local
market and government, broad ranging contracts, political insight,
language ability, knowledge of international finance and regional
factors, and diplomatic clout employing the Ambassador and full
country team are all essential to successful intervention on behalf
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of businessmen. In many respects trade promotion is no different
from any other diplomatic activity aimed at achieving something of
interest to the United States. The people and organization to ac-
complish this are already in place. What is needed are the re-
sources, priorities and support base outlined above to get the job
done right.

In the light of these genuine and immediate requirements the
American Foreign Service Association cannot help but view with
dismay the administration's proposal to send yet another agency
abroad-one whose overseas record is singularly unimpressive-to
establish its own bureaucracy. Frankly, this appears to us to be a
classis attempt to shuffle boxes in a reorganization plan rather
than treating the underlying causes of an increasingly serious
problem.

At this point I would digress from my prepared statement to note
the increasing dismay we felt in hearing the testimony of the
administration and other witnesses today that demonstrate how ill-
thought out the proposal submitted by the administration is. The
only reason we have heard for moving ahead rapidly with execu-
tive reoganization rather than the careful restructuring which has
to be done is the sense of urgency for a January 1 deadline to
implement MTN, I think it should be clear to any observer that on
January 1 we are going to have to go with personnel resources we
have in place now. We are going to have to train them. We are
going to have to move ahead rapidly. But a reorganization plan at
the very best will just be getting underway, which means that in
addition to the problems of implementing the MTN, we will have
the substantial problem of trying to implement this major shift of
boxes inside our bureaucracy.

Mr. Chairman, as leader of the exclusive bargaining agent for
the 12,000 members of the Foreign Service community, I can guar-
antee that this is not going to be an easy task. Commerce's estab-
lishing a new personnel structure for itself overseas is going to be
complicated. Our efforts to protect our members, the career profes-
sonals in this field, are going to be equally complicated. It is not
going to be simplified by a rush to judgment with another ill-
conceived reorganization plan.

We are concerned about this plan because it addresses none of
the requirements outlined above. It is a dangerous reshuffle. Our
competitive position overseas is too weak to withstand experimen-
tation with removing trained professionals in foreign trade and
investment from an integrated team and substituting personnel
from a domestic agency for occasional assignment abroad. Equally
important, at a time when financial and resource issues increasing-
ly dominate international relations, the Secretary of State must
exercise control over the country's international commercial activi-
ties. We are concerned that the Office of Management and Budget
in ramming through this plan failed to recognize that it diminishes
the authority of the Secretary of State in dealing with other coun-
tries-be they economic powers such as Japan and Germany or
parts of the disadvantaged third world.

In conclusion, Mr. Chairman, we urge the committee to resist the
administration's efforts to alter fundamentally U.S. operations
overseas through an ill-conceived Executive reorganization. The
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United States cannot afford to jeopardize its position abroad
through failure to exploit the full consultation embodied in the
regular legislative process. Beyond that we encourage the adminis-
tration and the Congress to develop a comprehensive plan to
strengthen the U.S. competitive position abroad and pledge our
support for such an effort.

We are delighted that the Congress has taken the initiative with
several constructive proposals of its own in this field.

Thank you very much.
[The prepared statement follows:]

STATEMENT or KENNETH W. BLEAKLEY, PRESIDENT, THE AMERICAN FOREIGN
SERVICE ASSOCIATION

As representative of the largest single group of foreign trade specialists in the
government, the American Foreign Service Association welcomes efforts to revital-
ize and strengthen trade policy and export promotion. The decline of the U.S.
balance of payments and trade and of our share of the international market weak-
ens our economy at home, costs us jobs and undermines our ability to conduct an
effective foreign policy. For too long the U.S. has paid too little attention to compet-
ing in the international marketplace and to our trade promotion activities.

Other, more qualified witnesses, will undoubtedly address the underlying causes
of the poor competitive position of U.S. business today-including declining produc-
tivity and, in many cases, lack of orientation toward an overseas market. We wish
to concentrate on what can be done by the U.S. Government abroad to revitalize our
support for U.S. business. The requirements are:

Resources.--Over the past decade the numbers of Foreign Service personnel have
actually declined as we have been asked to respond to a fragmented international
political order, terrorism, narcotics traffic, refugee surges, burgeoning travel by
Americans and the administrative requirements of proliferating USG agencies
abroad. If the U.S. is to wage a successful export promotion effort we must take a
lesson from our competitors and devote the people and dollars to doing the job
properly.

Priorities.-Those of us who work for Uncle Sam overseas respond to the prior-
ities established by the Administration and the Congress. Other priorities (environ-
mental and human rights factors, for example) have ranked high on your lists,
trade promotion has long been near the bottom. You need to raise the priority.

Support base.--Perhaps reflecting the above priorities, neither the State nor Com-
merce Departments have given sufficient support to our trade promotion efforts
overseas. In State, support for the Commercial function is buried in a subsection of
the Economic and Business Bureau. The Foreign Service Association has made
specific proposals to the Secretary of State to correct this situation. With regard to
Commerce, the single greatest problem reported by our officers overseas is the
failure of the Bureau of Domestic and Overseas Business Affairs to supply the vital
connections to American business necessary to close business deals abroad. We need
to establish better links between our overseas posts and the U.S. business com-
munity.

An integrated approach.-We and our competitors are learning that effective
trade promotion overseas requires the marshalling of all our resources, not just
salesmanship. Knowledge of the local market and government, broad ranging con-
tacts, political insight, language ability, knowledge of international finance and
regional factors, and diplomatic clout employing the Ambassador and full Country
Team are all essential to successful intervention on behalf of businessmen. In many
respects trade promotion is no different from any other diplomatic activity aimed at
achieving something of interest to the U.S. The people and organization to accom-
plish this are already in place. What is needed are the resources, priorities and
support base outlined above to get the job done right.

In light of the above, the American Foreign Service Association cannot help but
view with dismay, the Administration's proposal to send yet another agencr abroad
(one whose overseas record is singularly unimpressive) to establish its own bureauc-
racy. Frankly, this appears to us to be a classic attempt to shuffle boxes in a
reorganization plan rath.r than treating the underlying causes of an increasingly
serious problem. It addresses none of the requirements outlined above. It is a
dangerous reshuffle. Our competitive position overseas is too weak to withstand
experimentation with removing trained professionals in foreign trade and invest-
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ment from an integrated team and substituting personnel from a domestic agency
for occasional assignment abroad. Equally important, at a time when financial and
resource issues increasingly dominate international relations, the Secretary of State
must exercise control over the country's international commercial activities. We are
concerned that the Office of Management and Budget in ramming through this plan
failed to recognize that it diminishes the authority of the Secretary of State in
dealing with other countries-be they economic powers such aD Japan and Germany
or parts of the disadvantaged third world.

In conclusion, Mr. Chairman, we urge the Committee to resist the Administra-
tion's efforts to alter fundamentally U.S. operations overseas through an ill con-
ceived Executive Reorganization. The U.S. cannot afford to jeopardize its position
abroad through failure to exploit the full consultation embodied in the regular
legislative process. Beyond that we encourage the Administration and the Congress
to develop a comprehensive plan to strengthen the U.S. competitive position abroad
and pledge our support for such an effort.

Mr. GIBBONS. Thank you, sir.
To paraphrase a term from Will Rogers, I don't think I ever met

a person from your association that I didn't like. I want to say I
not only always liked them but I always felt sorry for them, too,
because they had more work to do than they could possibly do.
They had not only to entertain the traveling members of the Trade
Subcommittee of the Ways and Means Committee, but they had an
inordinate amount of American businessmen leaning on them for
help and assistance.

And I was always appalled that the Congress, or whoever it was
that passed out the responsibilities, that they certainly didn't give
you enough forces, or enough resources, or enough manpower to do
the job. I don't know whether State didn't come in and ask for it or
whether OMB killed the request, or whether the committees in
Congress that control the appropriations for State played it all
down, but it is obvious to any of us who have taken even a cursory
look at what goes on overseas that there just was not the resources
there, as you call it, to get the job done.

That does not mean what resources were there were not doing
the best that they could. But you can spread people too thin. And
you can also fail to support them.

And I think it is with that in view that the administration is
saying that we ought to put this function over in a new agency.

As I say, I don't know where the blame begins or where it ends. I
guess it always ends in Congress, so we will accept that responsibil-
ity but the job really hasn't been done because of failure to put the
resources there.

A few years ago OMB studied this problem and came up with a
proposal. Are you familiar with that?

Mr. BLEAKLEY. Yes, sir.
Mr. GIBBONS. Would you like to comment on what the findings

were then?
Mr. BLEAKLEY. I will make one general comment, and then turn

to some of my colleagues who have dealt with it in detail.
My one comment is, as I noted, it is not just resources that we

lack but priorities. We have not put sufficient priority on this area.
And because of it, the implementation has been less than complete.

John, would you like to add something to that?
Mr. PINFOLD. The OMB proposal, the last time that they studied

it they did a very serious job. They spent about a year doing it. The
man who was in charge traveled around the world. He interviewed
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people in all the different bureaucracies; he visited the embassie
and talked to businessmen and he came up with a very serious
study, which obviously wasn't done this time

In that study he cited a great number of deficiencies primarily in
the Department of Commerce. And in the Department of State, Mr.
Chairman, he came down very hard, saying the State Department
did not have sufficiently trained economic personnel; our people
did not have the appropriate economic background. Since then, and
indeed we perceived this problem in State even before that. In 1966
we began training people in economics. Since then we have trained
every single economic officer we have except the very senior one
who we can't break away, and junior ones who have just come in.
We have taken every one of them, some 700 officers we now have,
and trained them in economics, the equivalent of a bachelor's
degree; 15 percent of whom have gone on to graduate school in a
course which is considered the best economics training around.
Five hundred twenty of them.

The deficiencies pointed out in Commerce, some have been
dealth with, some have not been. At the time Commerce was not
targeting major markets. It made no difference between what could
sell and what couldn't, where it should place the resources and
where it shouldn't. It has come to grips with that.

I would point out a number of us commercial attaches before
that study were pointing out the same things, and were organizing
our own commercial sections along those lines long before that was
pointed out. But this was not policy at the time. And therefore it
was not looked on favorably by the agency that was responsible for
these things, which was the Department of Commerce.

Mr. GIBBONS. One of the concerns that some of us have had who
have looked at the State Department's operation of economic func-
tions overseas has been the political officer in the Embassy always
seemed to have the biggest office and the most staff, and he re-
ceived the greatest amount of attention. And, in fact, when you
consider all of those things-the big office, the most staff, the
greatest amount of attention and everything else-we always found
that the economic officers frankly usually had a closet and no
secretary and hardly even had a telephone. They just were not
treated by the State Department, not treated with the same
amount of importance that we would like to see them treated. And
I think that that has also probably spilled over into OMB's look at
the problem of where to put this function.

I would like to have you comment on that.
Mr. BLEAKLEY. Mr. Chairman, I think that is a very apt com-

ment. As a professional association we are concerned with that. I
think some progress is being made but not enough.

I introduced our group today by saying we are a new breed of
foreign service officers. The world has changed greatly in the last
decade. I think my own experience of having a strong economic
background, even though I am a political officer, is typical of the
new respect we have for the economic/commercial function. In
terms of size of offices that shift takes place gradually and over
time.

I know, for example, in Singapore where John Penfold served,
they have moved to a combined political economic approach in
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order more fully to utilize the economic, political, and commercial
functions in terms of a dynamic and integrated approach so that
innovative ways of utilizing our political resources in pursuit of our
economic and commercial goals is now well under way.

I went through a similar experience in Bolivia where we have
also combined the political and economic sections in order to take
advantage of the new skills and training we are turning out in our
officers.

Mr. PENFOLD. Just in case they keep promoting political officers,
we have decided to train the political officers in the economics
course, now that we have run out of economics officers to train.

Mr. CUNNINGHAM. I think maybe one other point that ought to
be made, Mr. Chairman, is there has been a dramatic change, I
think, in the way economic and commercial officers, and particu-
larly the commercial officers, have been treated overseas. Career
paths may not lead the commercial officer who is strictly a com-
mercial officer to an ambassadorship quickly. But I was in a sec-
tion in Jakarta that had about 17 employees and 2 of us shared a
secretary-but that is not very uncommon for any foreign service
officer. We had adequate American secretaries. We problably
needed some more foreign service nationals staffed to support us.

But that section, because we were in a country that had got a
very heavy oil interest, was vastly more important to the Ambassa-
dor and to everybody in the mission than was our political section.
There was a time when there was very little going on politically in
the ccuntry but an awful lot going on in both a business and an
energy standpoint. And in that situation we did run a combined or
integrated economic/commercial section, which meant that prob-
ably the most effective export promoter, let me say, in our section
was not somebody who was labeled a commercial officer. He was in
fact our petroleum officer. This was the man who knew the indus-
try that was going to spend the most money on plant, equipment,
construction services, and other imports. So that many, many,
many businessmen came to him as the key individual in our sec-
tion. Under no plan that I have heard yet would he be transferred
to the commerce department. It highlights the fundamental prob-
lem that we have and that is that we do not view export promotion
as the list of services that the commerce department provides.

We view it in much broader terms than that and we think it
requires a much more sophisticated approach than the program
approach the Commerce has traditionally followed.

Mr. VANIK. Mr. Frenzel.
Mr. FRENZEL. Thank you, Mr. Chairman.
I want to thank the witnesses for their excellent testimony. I

does deviate somewhat from what we have heard. I notice that in
every proposal that is before the committee there is no variation.
Everybody wants to move these folks to Commerce. You are sort of
like voices in the wilderness suggesting that they belong elsewhere.
I am like Sam Gibbons, I never met such a person in any embas-
sy-and I haven't traveled half as much as I would like to-that I
didn't like or I didn't think was working very hard. I never saw
any one encumbered by 40-hour weeks. They were always willing
to put in whatever time was necessary.

54-396 0 - 80 - 12
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On the other hand, I think if we judge by progress, we've got to
score them somewhat the way we score the Treasury in handling
countervailing duty and antidumping. The Americans abroad or
the Americans who would like to sell abroad who work with them
by and large have not been satisfied with the results. Nor have we
been satisfied that under the State Department this type of person
is ever going to have sufficient status in an embassy, except per-
haps occasionally, as you gentlemen have cited, in Indonesia where
there was a good deal of action.

Some of us on the committee who have tried to look into this
thing that commercial attach6s are always going to play second
fiddle. We have read cable after cable that said, hey, take it easy
on our nice friends in this country; you are leaning on them too
hard from a commercial aspect, or you are negotiating too hard
with them.

We don't think that under State these kinds of folks have got
anywhere near the clout to do the kind of job we think is absolute-
ly necessary if we are going to move our export promotion program
off dead center.

I think you raise an excellent point about the ability to convert,
the time frame for conversion, the recruitment, selection, training,
and possibilities for transfer. Obviously the time frame is insuffi-
cient. But I think if you are coming here and asking us to keep
these folks in the State Department, you are beating on a dead
horse, because if there is any change that has had almost unani-
mous ageement, it has been that commercial attaches should be
removed from the State Department.

Mr. BLEAKLEY. Congressman, I would just make one observation
and I think Mr. Cunningham would like to add something. My
statement emphasized the need for higher commercial priorities.
Admittedly, it has ranked low in State's priorities. I think because
those were the priorities that were handed to State. We have
proposed not the status quo but some rather important changes to
the status quo in terms of resources, priorities, the integrated
approach we would take to it and domestic support for it.

I have also mentioned we made some specific proposals to the
Secretary of State which would call for dramatic upgrading of this
function at least to the level of Assistant Secretary if not to Under
Secretary in order to assure the commercial function would have
the clout that it requires in order to do the job.

So we believe that the time is ripe for reorganization but we
think that serious consideration should be given to utilizing the
trained professionals that we sow have on hand in order to do the
job.

I mentioned the integrated approach. The real clout is not going
to come from a commercial officer, a commercial counsellor, or
even a commercial minister if you get it up to that. Time and tin 3
again it is the Ambassador who seals the deal that really matters
to American industry. And we have got to recognize that State is
going to have a critical role to play in this and a role that is really
enforced best when it is done from within the resources that the
Ambassador commands directly rather than indirectly.

Carl, did you want to add something to that?
Mr. CUNNINGHAM. Yes.
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Mr. Frenzel, we have a problem and it is not terribly well under-
stood and I was warned once by a fairly high ranking officer in our
Department that we have a real education problem because very
few people understand how this crazy thing works, as we do, from
the inside. We have a strange organization indeed. We are a field
operation with no headquarters. We have something in the vacinity
of 10 people in the State Department who supposedly provide the
coordination for the commercial function. Everything else, all the
direction we get from Washington comes from the Department of
Commerce.

Now, they traditionally have viewed their role as of providing, as
one of providing a number of programs that I mentioned before.
Those programs are very beneficial to the new exporter. They have
been given priorities by OMB in the past to concentrate on the new
exporter, to stimulate and educate the new guy. On the other hand,
most of the exports we get come, in fact virtually all the exports if
you look at the statistics, come from well established, sophisticated
firms who are operating abroad and know how to market. Now, we
are sitting abroad with virtually no direction from our own agency.
And direction from the Department of Commerce says: Concentrate
on trade missions, trade opportunities, preparing reports on firms
overseas, providing agent distributor services and on and on goes
the list. You are right that we don't have any clout. But I would
argue that one of the reasons that we don't have the clout is not
because the guy is overseas but it has something to do with the
way we are managed from back here. And perhaps that is where
the fundamental change needs to be made.

It seems to me not particularly well advised to transfer us to the
agency which has conceived the programs, Mr. Chairman, back-
stopped us in the past, and coordinated the program, and yet the
net results have been unsatisfactory to many business people and
certainly to the Congress.

Now there are other propcsals that are before the Congress.
Some of these make an awful lot of sense. I think one of tin. key
things that probably needs to be gotten control over is not the
bodies overseas or even the odies that the Department of Com-
merce has in its field offices around the United States, but some
control over the budget and through that some control over the
program by somebody who can devise an intelligent and effective
export promotion program.

We see some of these proposals proposing a special trade agency.
And that makes an awful lot of sense. The same proposals unfortu-
nately often suggest again the same old thing: Moving us to the
Commerce Department. And we cannot for the life of us imagine
how that is going to improve anything. And quite frankly, there
are very, very few of us who want to be sent over to work in the
morass we perceive when we try to execute these programs abroad,
emanating from the Commerce Department.

Mr. FRzNZEL. How many of these soecalled specialists are there?
Mr. CUNNINGHAM. I am sorry. Commercial specialists?
Mr. FRENZEL. Yes.
Mr. CUNNINGHAM. There are, I believe our figures are some-

where around 500 economic/commercial officers. It is virtually im-
possible today to differentiate between the economic officers and
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the commercial officers because most of us are cross-trained and we
temporarily fill a slot as a commercial officer or alternatively as an
economic/commercial offic, r.

Mr. FRENZEL. I have great difficulty in trying to figure out what
the difference is.

Mr. CUNNINGHAM. There shouldn't be any difference, is the
major point.

Mr. FRENZEL. Well, it seems to me at some point in the game
they promote you high enough to where you only keep statistics
which no one reads. We then cease worrying about selling things.
If I go to another country, I find an Ambassador from the EC who
is making sales calls. I will never find any of our guys doing that
kind of stuff.

Mr. CUNNINGHAM. I wish you would come to Jakarta. We would
have taken you with the Ambassador to call on the ranking offi-
cials in the sugar industry with the team that I had put together to
come out from the United States who were going to provide a full
range of sugar equipment and bid on a $300 million package of
sugar mills that were going to be constructed throughout Indone-
sia. And the Ambassador led that team in to make the presenta-
tion.

Mr. FRENZEL. Rightly or wrongly, I think the congressional per-
ception is getting to be that the Foreign Service officer is a versa-
tile person who proceeds through a number of specialties obtaining
various kinds of training, some of which may be economics. I have
the feeling that eventually everybody wants to be a neopolitician,
sort of a senior grade Henry Kissinger, and the commercial phase
is some sort of a temporary sojourn to be endured until one can get
promoted to a nicer position that allows for quicker promotion. I
presume that you would argue with that sort of description?

Mr. CUNNINGHAM. I don't know, I would have 3 months ago, but
when we heard about the administration's proposal suddenly
people started coming to me and saying, hey, this we don't want.
And it turned out that most of those people were people who I
thought were determined to be economic officers rather than com-
mercial officers. And I can remember the economic/commercial
counsellor from Chile coming in for a brief consultation period and
burst into my office and said, Look, I don't want to be a counsellor
in an Embassy if I only have the "E" and not the "C" part that
goes with it. I believe in export promotion. I want to do it. And
whatever you do, please, please try to stop this thing. We do not
want to lose that function.

I am convinced now in a way that I wasn't before that there are
an awful lot of economic/commercial officers who very badly want
to do this and are preparing themselves to do it. I would not argue
that the same is true of our management back in Washington.

Mr. BLEAKLEY. I would add just one thing to that. I think that
largely we have seen the Foreign Service officers pretty much
keeping pace, perhaps ,x.eing a little bit ahead of the country as a
whole in a recognition oi the international economic and commer-
cial factor in terms of our ability to do business abroad.

I stressed this in my statement deliberately because it is a real-
ization that is growing. It is one which has built over the years and
continues to grow and it is a reflection of the fact that our ambas-
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sadors today, if they are going to rise to the top, have to take
economic/commercial work not only as a specialty, which they
developed back in their youth but as something that stays with
them through the years in which they have a stake whether they
become a political couanscllor, deputy chief of mission or finally
chief of mission himself. And I would argue strongly that from
what I have seen more and more frequently we find major econom-
ic deals being closed by our ambassadors themselves because we
are dealing on a level where they have no alternative. The Japa-
nese and Germans are doing it and they sure have to be able to
compete on those terms because that is what the name of the game
is for them.

Mr. PENFOLD. If yOU will permit me, there is the perception that
you hear again and again and again, that you just referred to, and
there is truth in it, if you looked at commercial work a number of
years ago as defined by the Department of Commerce people who
were looking at these sorts of activities which support the particu-
lar programs which they have interest in.

Now, if a person spent a career just doing that and didn't get out
in trade promotion more broadly defined, they might not do well
and they might not go up. However, an economic officer who is
reporting-and which is looked down on, this is the guy doing the
statistics-if he is the minerals officer, if he is the petrolem officer,
the minerals companies will come to him, and he will go out and
do the major progress reporting and he will call on the Govern-
ment and try to get them to consider the American company. If he
is a commodity officer it is the same thing. If it is the financial
officer, which is the more narrow thing, it is the barkers who want
to talk to him and it is the major projects people who went to know
can this country pay its bills, what does the balance of payments
look like, what will happen to the exchange rate, what is my risk.
So all these guys get involved in trade promotion. And we love it.
We love to have businessmen come in and want what we are
producing. That is what we are doing it for. We want to know they
are end users and this stuff matters. That is what makes the job
worthwhile is to know it matters.

Mr. CUNNINGHAM. The statistics job is a-I came with a political
science degree and decided I did not want to be a political officer
because I could never quite gain any satisfaction from knowing
that the wonderful report I had written is likely to get filed away
in a file cabinet back in Washington somewhere never to be seen
again. The real satisfaction had to be a part of the real world is
that you have the businessman sitting in front of you and you
think-you don't know for sure until much later--but you think
what you are working on really does matter and will produce a
concrete measurable result. And for those of us who want to do
this work that is why we have chosen this career.

Mr. FRENZEL. Thank you very much.
Mr. GIBBONS. Thank you for this very enlightening discussion.
Mr. BLEAKLEY. Thank you.
Mr. GIBBONS. Our next witness is Mr. Stephen Cohen, associate

professor, school of international service.
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STATEMENT OF STEPHEN D. COHEN, ASSOCIATE PROFESSOR,
SCHOOL OF INTERNATIONAL SERVICE, AMERICAN UNI-
VERSITY, WASHINGTON, D.C.
Mr. COHEN. Thank you, Mr. Chairman.
It is late in the day, and therefore I will try to summarize my

statement as quickly as possible.
Mr. GIBBONS. We will put your entire statement in the record

either before or after your testimony.
Mr. COHEN. Let me prefix my summary by suggesting that I

bring a somewhat different perspective to the subject than have
the previous witnesses. I am not speaking on behalf of the Govern-
ment. I am not speaking on behalf of any clients, and I am not
speaking on behalf of the private sector. I am not even speaking as
the result of having a senior high level policy position in the past. I
came upon my interest in the international policy organization
mainly as the result of serving on the Commission on the Organiza-
tion of the Government for the Conduct of Foreign Policy, the so-
called Murphy Commission, a joint White House-Congressional
Commission in 1974-75.

Subsequently I published a book on foreign economic policymak-
ing which, among other things, suggested the consolidation of trade
affairs in a single ministry, an idea which pretty much became the
basis of the so-called Roth-Ribicoff bill. So that is my basic vested
interest in this subject.

Presumably I have some objectivity but, on the other hand, I
don't bring the degree of familiarity that the previous witnesses
have. In general I believe that the appropriate policy reorganiza-
tion should be a consolidation to provide a central authority for the
formulation of import and export policies, the negotiation of trade
policy, the administration of trade programs, the enforcement of
trade legislation, liaison with the Congress and the private sector,
and research and analysis.

I believe also that responsibility for international investment
policy should be included ultimately in such an authority. The
needs for coherent, consistent, and responsible policy will become
ever larger as foreign trade relations and international investment
patterns inexorably become more complex.

As I said in my statement, I think the first-best solution would
be a single Cabinet-level department. As a practical matter, I think
it will be necessary to talk in the short run about a gradual
reorganization.

In discussing reorganization, I would like to strongly emphasize
the fact that institutional change should be kept in perspective.
Reorganization is mainly the means to foster new avenues of sub-
stantive thinking about how this country is going to respond to the
emerging trends in international trade and in international invest-
ment.

I think we need new priorities, new ideas, new programs and
new means of response. Simply by going through the proverbial
reshuffling of organizational charts, we will not meet the needs at
hand.

Before talking about reorganization, let me briefly look at inter-
national trade relations as I sce them in the 1980's. I believe the
U.S. trade account will continue to face problems all during the
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upcoming decade, mainly because of the need to pay for a large oil
import bill and also because of the increasingly intense nature of
foreign competition.

There are a number of avenues that I see as causing the in-
creased competition from overseas. One was seen in the steel issue
as unemployment became the paramount priority of foreign gov-
ernments and not profitable exports. The so-called newly industri-
alized couintries have dynamic export sectors and will continue to
be a major source of competition for the United States in world
markets.

No one needs to talk about the competition already represented
by Japan and Western Europe.

Reorganization, as I said, can be a help. Hopefully it will be
combined with new thinking. All of the reorganization proposals
that are being talked about, including the new department, I be-
lieve, would be relatively inexpensive and would be relatively
simple in terms of their implementation.

Let me briefly talk about the rationale for a centralized trade
department. I think that the contemporary international trade and
international investment policymaking procedures that we have in
the United States represent mainly historical and personality fac-
tors rather than organizational precision, or common sense. The
special trade representative has limited authority and limited staff
and therefore simply cannot serve as a central trade authority.

On the international investment side, the governmental organi-
zation is all but undetectable. It is very difficult to see what depart-
ments are concerned with the various aspects of multinational
corporations and the implications of international investment. I
won't go into the details, but I do snake the point in my statement
that there is a growing conceptual and technical link between
international investment patterns and international trade. And
therefore, when we talk about the first-best solution of a depart-
ment, I think that investment should go along with it.

In looking at other countries, I have come to the conclusion that
we are the only one, at least among industrialized countries, that
does not have a single department or agency with overall responsi-
bility for trade policy. And, as I suggested, three explanations are
possible. The first is that this country knows something or does
something that no one else does. I do not believe that is true.

The second possibility is that the U.S. situation is really unique,
so that we cannot have a centralized trade authority. Once again, I
discount the possibility that that explanation is possible.

And the third and final explanation is that our trade and invest-
ment policy organization simply has grown piecemeal, influenced
by historical circumstances and personalities.

The chief rationale for centralized trade policy responsibility in a
single ministry is not the promise of quick, dramatic improvements
in the quality of trade policy or in the arithmetic of our large trade
deficit. The chief rationale is that the odds are improved, that
better trade policy and performance will be forthcoming. The
promise of marginal benefits at the very minimum still allows the
organizational change that I support to be deemed cost-effective.
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I believe that the creation of a Department of International
Trade and Investment would be a relatively simple, inexpensive
and administratively sound approach to organizational reform.

Looked at in macro terms, I believe that it makes administrative
sense to integrate responsibility for, and analysis of the three
major components of international commercial policy, namely, im-
ports, exports, and foreign investment. To over-simplify, full-time,
high-level attention improves the chances for formulating, negotiat-
ing and administering effective and consistent policy and program
management. This would be the principal mission or bureaucratic
essence of the Department of International Trade and Investment.

In addition, a centralized department should improve the four-
tiered communications process inherent in the formulation and
implementation of international commercial policy. By clearly des-
ignating principal authority, better communications would take
place on these four levels: within the executive branch, between
the executive and legislative branches, between the executive and
the private secter, and between governments.

An interagency process of deliberation, albeit a sharply revised
one, should continue no matter what organizational changes are
made. Once again the goal should not be to stifle input from other
departments; it should be to create a central focus of responsibility
and expertise. One of the most efficient coordination groups in the
foreign economic policy area, at least in my opinion, has been the
International Monetary Group. Its major organizational strength is
the ability to recognize and accept the domination of its chairman,
the Treasury Department, in international monetary affairs. Other
departments interested in these issues maintain small "watchdog"
advisory units that can and do offer specialized viewpoints in the
international monetary policy decisionmaking process. But every-
one knows who has ultimate policymaking responsibility.

Briefly, if we do create a Department of International Trade and
Investment, I believe we will need to require that existing organi-
zations do not rejuvenate their lost bureaucratic limbs. There is
indeed a danger-and I think it has been alluded to here-of
creating a double layer of bureaucracy. But I believe that within
the legislative process and by vigilance by OMB, specific actions
could be taken to prevent this double layer of bureaucracy from
developing.

Finally, let me come to the second-best approach.
Political reality suggests to me that the strong across-the-board

support necessary to create such a department is lacking at the
present time. The Carter administration has not endorsed its cre-
ation. Many congressional members and private analysts seem dis-
enchanged with the results of policy consolidation in such newly
created Departments as Energy ard, to a lesser extent, Housing
and Urban Development. Analogies in this case are only of limited
relevance. For example, a new Department of Trade and Invest-
ment would be considerably smaller in terms of program manage-
ment, personnel, and budget. Its personnel would be numbered in
the hundreds and its budget in the millions of dollars, whereas the
Energy Department has thousands of employees and a budget of
several billion dollars.



181

Since I would not advocate an all or nothing approach to trade
policy reorganization, let me discuss a compromse solution. It is
very similar to the idea contained in H.R. 4995, introduced last
July by Congressman Gillis W. Long of Louisiana.

The central focus of reorganization would be a rejuvenated STR
to serve as the central fulcrum of trade policy management. In
order to accommodate additional personnel and the inclusion of
some operational functions, STR should be removed from the Ex-
ecutive Office of the President and be made a separate agency
within the executive branch. For simplicity's sake, let us refer to
this new agency as the Special Trade Agency-STA, as is done in
Mr. Long's bill.

The STA would absorb the current STR operation. It would
continue to conduct U.S. participation in new multilateral trade
negotiations. It would be responsible for all followup efforts on
issues not resolved in the Tokyo Round of multilateral trade nego-
tiations-MTN's-for example, safeguards and export controls. It
would monitor enforcement of the codes that were agreed to in the
MTN's, and it would oversee U.S. representation in the GATT.

The STA should also take over coordination and direction of
international commodity negotiations, East-West trade negotia-
tions, and international investment issues not related to taxation-
an issue that should remain in Treasury.

I would also urge that the new agency assume a fourth new
responsibility: U.S. export policy strategy. In addition to the plan-
ning function, the STA should also provide the small nucleus of
senior negotiators to explore new levels of bilateral commercial
relations.

As an example of what I am talking about is Mexico, where
possibly we may want to negotiate agreements involving energy,
technology cooperation, and the import to this country of vegeta-
bles. In the future I think that new bilateral trade relationships
may become an important issue. And having the authority within
the new agency to explore new levels of bilateral commercial rela-
tions is in order.

I am going to skip over discussion of the export promotion side.
Given the fact we are creating only a specialized agency and not a
department, it would probably make sense to keep the manpower-
intensive and capital-intensive program of export promotion within
neither the State Department or the Commerce Department.

I personally suggest and would prefer that it be moved to the
Commerce Department, to at least keep it temporarily in line with
export promotion activities within the United States. In the long
run, I think it would be advisable to transfer additional responsibil-
itie, in the international commercial policy field to the STA. These
would include the international services sectors such as shipping,
aviation, insurance, et cetera.

On the import policy side, I would recommend the immediate
inclusion in the new agency of STR's policymaking responsibilities
under sections 202, 301, and 406 of the Trade Act of 1974.

In addition, I would include all enforcement responsibilities
under the countervailing duty and antidumping laws, as well as
unfair trade practices comprising Section 337 of the 1934 Tariff
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Act. In my opinion, there is no merit in decentralizing responsibil-
ities for import relief r .easures.

Finally, the STA should be designated at the outset as chairman
of the main interagency coordinating vehicle for international
trade policy: The Cabinet-level Trade Policy Committee and its two
subordinate committees. As indicated above, the model for the
coordination process should be the International Monetary Group,
an interagency forum for providing advice and data to the indisput-
able "leader" of U.S. international monetary policy-the Treasury
Department.

I don't think the STA she-,ld be isolated, nor do I think an
eventual department should be isolated. Rather, it should be the
dominant force in the major aspects of trade policy: Import and
export policy formulation, negotiations, and enforcement of trade
legislation and agreements.

The STA should be designated and recognized a chief trade
spokesman for the executive branch in its dealings with foreign
governments, the Congress, and the American public. Within the
executive branch it should serve as the hub of the coordination
process. Its voice on policy and programs should be accepted as
representing the President's wishes.

The agency that I have outlined represents a modest organiza-
tion change. However, if combined with a revitalization of thinking
and consideration of new priorities, it could make a substantial,
positive contribution to U.S. international trade and investment
policies. It can serve as a transition base from today's unacceptably
decentralized organization to the centralized ministry that I believe
to be the optimal reorganization vehicle in the long run.

In the short run, it may be advisable to move one step at a time.
As new policy and operational responsibilities are digested, existing
trade policy authority can be transferred gradually to the new
trade agency.

By implication, I am unimpressed with the administration's
trade reorganization proposals. They constitute a marginal shuf-
fling of people and responsibilities whose impact on the decision-
making process at best would be negligible. Negative effects are a
real possibility. The administration's reorganization package seems
designed mainly to placate congressional pressures to do some-
thing.

The centralized approach to trade policy reorganization outlined
above will increase the probability that the United States has more
innovative, coherent, consistent, and responsive foreign trade and
investment policies in the upcoming decade and beyond.

A number of arguments have been raised against my belief that
a centralized administration of trade policy is optimal. Most of
these I personally dismiss. I don't think an ideological coup d'etat
is going to take place on behalf of one trade policy or another if we
centralize trade-making responsibilities.

The most articulate criticism of the centralization approach, at
least of those that I have heard, argues that an efficient, fine tuned
trade policy apparatus will be more difficult to argue with in the
event of policy disagreement. Under this approach, it is better to
have a fragmeinted system in which there are lots of ends to play
off against various middles. The virtues of a system open to the
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divide-and-conquer technique pales before the need to come to gripswith an increasingly complex world economy. The relative powerand strength of the United States in the international economy has
declined and probably will continue to do so. It is r.ot in the
interests of this country to have an obsolete or second-rate trade
policy organization in an era of rapid structural and competitive
change in the world economy.

There are many advantages at little cost to creating a sound
organizational structure that integrates responsibilities for trade
policy formulation, negotiations, legislative enforcement, program
management, congressional and private sector relations, and re-
search. Thank you.

[The prepared statement follows:]
STATEMENT OF DR. STEPHEN D. COHEN

SUMMARY

Mr. Chairman and members of the Subcommittee, I appreciate this opportunity todiscuss my views on the appropriate reorganization of the process by which theUnited States Government conducts foreign trade policy. In view of the broadening
consensus that some change is needed, my statement will emphaisize my views onthe kinds of change that would be most effective, not my rationale for finding the
organizational status quo to be unacceptable.

I believe that a consolidation is necessary to provide a central authority for thefornulation of import and export policies, the negotiation of trade policy, theadministration of trade programs, the enforcement of trade legislation, liaison withthe Congress and the private sector, and for research and analysis. Responsibilities
for international investment policy should also he included in such an authority.
The needs for coherent, consistent, and responsive policies will become ever largeras the complexity of foreign trade relations and international investment patternsinexorably become more complex. The American economy would best be served by
an organizational streamlining.

The i -ation of a single cabinet-level department with all-inclusive responsibility
for foreign trade and international investment policies represents the optimal orga-nizational means of coping with the growing challenges and opportunities of the
international marketplace.

As a practical matter, it may be necessary (and desirable) to take this ultimatereorganizational step on a gradual basis. The reluctance of the Carter Administra-
tion to support such a major move and the disappointment expressed by manyWashington voices on the results of recent experiences with departmental consolida-
tion suggest to me the utility of pursuing an interim compromise between the ideaof a new department and the nominal Administration reorganization proposal that
surfaced earlier this summer.A proposal which is both organizationally sound aid politically palatable is thetransformation of the current Office of the Special Representative for Trade Negoti-
ations ilnto an independent agency with broadened policy formulation and program
management functions. The resulting trade agency could serve as the locus for anevolutionary consolidation of additional international trade and investment policy
responsibilities.

As the debate on trade policy reorganization continues, I would strongly urge thatinstitutional change be kept in perspective. Reorganization is merely the means tofoster new avenues of substantive thinking about how this country is going to
respond to the emerging trends in international trade and in international invest
ment. New ideas, new priorities, new programs and new means of response areneeded now The obsolescence of existing organization cannot be remedied solely by
reshuffling organizational charts. A revitalization of thinking and increased dataare needed on such critical international commercial issues as export expansion,
domestic adjustment to foreign competition, the conduct of multinational corpora-
tions, and means of settling international investment disputes.

1. INTIRNATIONAL ECONOMIC TRENDS AND U.S. FOREIGN TRADE IN THE 1980'S

The greatest single problem currently facing U.S. trade policy and the U.S.balance of payments position ir the nieed to finance it growing oil import bill that
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already is of staggering proportions. By next year, this country will import close to
$70 billion worth of oil. The end of the import bill spiral is not in sight. Unless one
wishes to assume a miraculous short-term breakthrough in alternative energy sup-
plies and conservation techniques, continued escalations in energy prices-and in
the U.S. oil import bill-can be expected at least through the mid-1980's.

The optimal means to finance our gluttonous appetite for foreign oil is to increase
our exports. I do not believe the best interests of this country, or the world economy,
would be served by the simpler policies of restricting imports or allowing a steady
depreciation in the dollar's exchange rate to compensate for a current account
deficit.

Furthermore, I can take little comfort, as some analysts apparently can, :n the
fact that improved trade prospects in non-oil goods will prevent an increase in this
year's overall U.S. trade deficit and perhaps allow a small reduction in the aggre-
gate deficit next year. Such improvements, in my view, are cyclical in nature. The
slow-down of the American economy relative to our major trading partners is
temporary. We will not be able to finance an increased oil import bill via the effects
of a domestic recession on a permanent basis.

The recent depreciation of the dollar cannot be expected to be sufficient to
prevent another escalation in the U.S. trade deficit after positive real economic
growth rates resume, perhaps as soon as the second half of 1980.

Economic trends continue to suggest the existence of a secular U.S. trade prob-
lem. Relative declines in R. & D. expenditures, capital formation, and new product
innovation have been cited in some scholarly studies to substantiate the conclusion
that the United States is suffering a structural decline in its comparative advantage
position.'

The second major factor that will be confronting United States trade policy in
1980's will be the increasingly vigorous nature of foreign competition. The recent
experience in the international trade of steel is one indicator that other industrial-
ized countries may prefer economic policies that maintain employment and cover
fixed costs rather than earn profits from the exportation of certain goods.

The secular slow-down in world economic growth will not disappear in the face of
continuing energy supply constraints. The link between the commerical and govern-
ment sectors in other countries is unlikely to dissipate, at least where trade policy is
concerned. Competition for overseas sales opportunities will become ever more
vigorous, in part because of foreign involvements.

The increasing challenge and opportunity posed by the so-called advanced dtvel-
oping countries, or newly industrialized countries (NIC's) present yet another mani-
festation of what I see as the increasing foreign competition syndrome. U.S. trade
data reveal dramatic U.S. import increases from these countries. U.S. exports to
them have fared less well, however. A recent O.E.C.D. study presented data demon-
strating that, although the NIC's have increased rapidly their imports of sophisticat-
ed manufactured goods, the U.S. generally was losing its market shares to other
industrialized countries.

Doomsday scenarios from the U.S. trade account in the 1980's cannot be sup-
ported with unequivocal data. But a clear and present need for a more dynamic
export policy can be demonstrated. The need for effective-management of import
policy (injury and unfair foreign practices) is no less urgent. In the upcoming
decade, we will look back on 1979 as the good old days. International trade issues
will no. only be more important and complex, they will be more numerous. The
recently concluded codes of conduct negotiated at t'V Tokyo Round will be hut one
aspec, of the ever-growing agenda of international trade and investment issues to be
faced in the upcoming decade.

Existing U.S. policymaking organization is not ideally suited for this broadened
and deepened workload. Relatively inexpensive and simple reorganization efforts
would improve the chances for better and more responsive policy. No organization
can guarantee "good" policy. This is a subjective concept. Furthermore, without the
right people, no organization can live up to its full potential.

The reorganization measures which I advocate today cannot be guaranteed to
produce specific results. Iiowever, I believe there is evidence to conclude that they
would be fully costeffective. At a nominal cost in money and effort, a potential
improvement in the policymaking process is within easy reach.

'See for example, "Export "olicy," part 2 of hearings before the Senate Committee on
Banking, Hlousing, and Urban ATairs, February 23, 1978, pp. 123-164, and "The U.S. Trade
Deficit: A Hard Look at Bad News," by L. Fox and W Averyt in "Business Economic," March
1979, pp. 1-17.
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II. THE RATIONALE FOR A CENTRALIZED TRADE DEPARTMENT

Annual international trade and investment flows (in both directions) represents a
third-of-a-trillion-dollar business in the United States. Existing government organi-
zation is, however, more befitting a cottage industry. Its illogical, overlapping
nature is confusing to all but the shrewdest bureaucrats and lobbyists.

Contemporary international trade and international investment policy organiza-
tion represent historical and personality factors more than organizational precision
or common sense. The presumed center of trade policy, the Office of the Special
Representative for Trade Negotiations (STR), embodies several organizational
anomalies. It is one of the very few operational units within the Executive Office of
the President. Its activities and influence ebb and flow according to whether multi-
lateral trade negotiations are in progress and to the nature of the relationship
between the President and the Representative himself. A number of key trade
policy activities still reside in the Agriculture, Commerce, State, and Treasury
Deprtment.

Whereas foreign trade organization consists of a noisy, active string of narrowly
defined fiefdoms-which may or may not work together harmoniously-the interna-
tional investment policymaking process is all but undetectable. The increasing
complexity of the issues associated with inward and outward foreign direct invest-
ment and with the separate, but related issues of international business practices
(e.g. bribery and boycotts) deserve a more sophisticated policymaking focus.

U.S. trade policy is linked closely with foreign investment policy. At the bottom,
there is the conceptual link of their being the two principal market-oriented phe-
nomena with the common business objective of increasing sales to foregin consum-
ers. A technical link results from the fact that a very significant proportion of U.S.
exports of manufactured goods presently consist of intracorporated transfers; in
short, arms-length sales directly to foreign buyers are not involved. On the import
side, the mounting tide of foreign direct investment in this country inevitably will
alter the composition and level of U.S. imports, just as export patterns have been
affected by U.S. corporate foreign direct investment. The increasing reliance by the
major Japanese television companies on manufacturing and assembly operations in
their newly established plants within the United States is a prime example of
impending changes in our import composition. Demands by LDCs for increased
transfers of technology, as well as the outlook for tighter host-country control over
the production and trade patterns of multinational corporations, suggest additional
longer-term effects of overseas investment on the U.S. export sector.

The United States is unique among industrialized countries in not having a single
ministry or agency charged with the overall direction of trade policy. Three expla-
nations are possible. The first is that this country knows something (or does some-
thing) that nobody else does. If so, it is a well-hidden secret. The advantages of a
single designated spokesman for trade policy when dealing with foreign govern-
ments in obvious. Dismissing this answer, we come secondly to the possibility that
the U.S. internal situation is so extraordinary that a trade ministry is wholly
inconsistent with reality. While one can argue that the more powerful models of
such a ministry (for example, the MITI in Japan) are inappropriate to the tenor of
U.S. government-domestic business relations, the abstract notion of a trade ministry
is not at odds with the U.S. experience.

This leaves a third explanation: U.S. international trade and investment policy
organization has grown piecemeal, influenced by historical circumstances and the
chance presence of strong personalities in the Executive Branch and Congress.
Existing organization is accepted and tolerated because "that's the way we've
always done it." After passage of the Trade Expansion Act in 1962, no one publicly
took a long, critical examination of U.S. trade policy organization shortcomings
until the Senate Government Affairs Committee initiated hearings in February,
1978 on S :990, the Roth-Ribicoff Bill to create a Department of International
Trade and Investment (DITI). The procedural comfort of letting sleeping organiza-
tional dogs lie is becoming prohibitively expensive in real and potential economic
terms.

The chief rationale for centralizing trade policy responsibility in a single ministry
is not the promise of quick or dramatic improvements in the quality of trade policy
or in the arithmetic of our large trade deficit. The chief rationale is that the odds
are improved that better trade policy and performance will be forthcoming. The
promise of marginal benefits at the very minimum still allows this organizational
change to be deemed cost-effective.

Creation of DITI as outlined in the legislation introduced by Senators Roth and
Ribicoff and by Congressman Neal (II.R. 3859) is a relatively simple, inexpensive,
and organizationally sound approach to organizational reform. In the interest of
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complete candor, I should note a personal interest in this legislation: it is based on
one of my proposals in my 1977 book entitled "The Making of United States
International Economic Policy-Principles, Problems, and Proposals for Reform." In
fiscal terms, DITI would not require tile expense or bureaucratic enlargement
commonly associated with the birth of a new department. All of the requisite parts
for the department already exist and currently are funded in the federal budget. All
that is being suggested is the unification of fragmented bureaucratic units. Not even
the salary of the new Secretary would need to be added to the buget. Since the
Special Trade Representative is already a Cabinet-level position, it is a matter of
revising this job description.

Looked at in "macro" terms, it makes administrative sense to integrate responsi-
bility for, an analysis of, the three major components of international commercial
policy: imports, exports, and foreign investment. To oversimplify, full-time, high-
evel attention improves the chances for formulating, negotiating and administering

effective, consistent policy and program management. This would be the principal
mission, or bureaucratic essence, of DITI.

In addition, a centralized department should improve the four-tiered communica-
tions process inherent in the formulation and implementation of international
commercial policy. By clearly designating principal responsibility, better communi-
cations would take place on these levels' intra-Executive Branch, Executive-Legisla-
tive Branch, Executive-private sector, and U.S. government-foreign government.
Within the Executive Branch, the priority should be creation of a trade policy
leader, not a dictator, who is universally known to have primary jurisdiction in
international commercial affairs. Stature, not autonomy, would be the hallmark of
an effective U.S. trade ministry.

An interagency process of deliberation, albeit a sharply revised one, should con-
tinue no matter what organizational changes are made. Once again, the goal should
not be to stifle input from other departments; it should be to create a central locus
of responsibility and expertise. One of the more efficient coordination groups in the
foreign economic policy area has been the International Monetary Group. Its major
organizational strength is the clearly recognized-and accepted-domination of its
chairman, the Treasury Department, in international monetary affairs. Other de-
partments interested in these issues maintain small "watchdog" advisory units that
can and do offer specialized viewpoints in th' international monetary policy deci-
sion-making process. But everyone knows who has ultimate policymaking responsi-
bility.

There is a danger that those bureaucracies losing trade functions to a centralized
department (or agency) would attempt to rejuvenate their lost limbs through a new
hiring of professional analysts. I would therefore advocate that the legislation or
executive order creating the new department sil -'ld contain restrictive ceilings on
trade policy personnel in the existing organizations affected by the reorganization.
Specifically, only a small trade policy office is necessary to assure input into the
interagency deliberati,'e process by departments and agencies whose mandate (for-
eign policy, labor, balance of payments, etc.) are affected by the course of U.S. trade
relations. Vigilence by the Congress and the Office of Management and Budget can
preclude the eventual emergency of a double layer of bureaucracy in the trade
policymaking process.

II1. THE SECOND-rBET APPROACH: AN INDEPENDENT TRADE AGENCY

Political reality suggests to me that the strong across-the-board support necessary
to create such a department is lacking at the present time. The Carter Administra-
tion has not endorsed its creation. Many Congressional members and private ana-
lysts seem disenchanted with the results oi policy consolidation in such newly
c.eated Departments as Energy and, to a lesser extent, Housing and Urban Develop-
ment. Analogies in this case are only of limited relevance. For example, a new
Department of Trade and Investment would be considerably smaller in terms of
program management, personnel, and budget. Its personnel would b. numbered in
the hundreds and its budget in the millions of dollars, whereas the Energy Depart-
ment has thousands of employees and a budget of several billion dollars.

Since I would not advocate an all or nothing approach to trade policy reorganiza-
tion, let me discuss a compromise solution. It is very similar to the idea contained in
H.R. 4995, introduced last July by Congressman Gillis W. Long of Lcuisiana.

The central focus of reorganization would be a rejuvenated STR to serve as the
central fulcrum of trade policy management. In order t* accommo.:ta additional
personnel and the inclusion of some operational rinctions, EtVR should be removed
from the Executive Office of the President and . made a separate agency within
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the Executive Branch. For simplicitv's sake, let us refer to this new agency as the
Special Trade Agency (STA), as is done in Mr. Long's bill.

The STA would absorb the current STR operation. It would continue to conduct
U.S. participation in new multilateral trade negotiations, and it would be responsi-
ble for all follow-up efforts on issues not resolved in the Tokyo Round of multilater-
al trade negotiations (MTN's), e.g. Safeguards and export controls. It would monitor
enforcement of the codes that were agreed to in the MTN's, ar.d it would oversee
U.S. representation in the GATT.

The STA should also take over coordination and direction of interndtional com-
modity negotiations, East-West trade negotiations, and international investment
issues not related to taxation (an issue that should remain in Treasury).

I would also urge that the new agency assume a fourth new responsibility: U.S.
export policy strategy. In addition to the planning function, the STA should also
provide the small nucleus of senior negotiators to explore new levels of bilateral
commercial relations. They would have the authority to negotiate across a number
of issue areas that involve various trade-offs. Negotiations with Mexico involving
energy, technology cooperation, and vegetables would be an example of the proto-
type bilateral trade relationship enhancement which needs to be explored and
pursued in the 1980's. Such a policy goal could best be pursued by a high-level
Executive Branch entity with broad international trade and investment policy re-
sponsibilities, as well as a broader conceptual vision.

Given the fact that the STA is not designed to be the equivalent of a new
Department, I would not suggest that the tactical side of export policy-export
promotion--be brought under the immediate aegis of a newly created STA. Tempo-
rarily, it should remain in the Commerce Department. The only immediate organi-
zational change affecting export promotion programs that I would endorse is the
transfer of responsibility for overseas commerical representation from the State to
the Commerce Department. Such a move not only would integrate the export
promotion effort, it would terminate the longstanding bureaucratic jealousies be-
tween these two departments that have drained vigor and efficiency from overseas
operations.' On the economic side, the State Department should continue its empha-
sis on overseas forecasting and policy analysis and on representation of American
interests to foreign governments. The purely commercial function seems destined
for continued low priority attention, and rightly so, by our foreign ministry whose
forte is diplomacy.

Relatively speaking, export promotion programs probably involve the largest
outlay of funds and involve more personnel than any other single aspect to U.S.
trade policy. But not absorbing this function at the outset, the STA would be spared
a major managerial undertaking. Administrative priorities could be directed else-
where.

However, the status quo in export promotion should not be encouraged perma-
nently. A long, hard look at current governmental efforts is needed. I do not believe
that any sound evidence on the cost-effectiveness of these efforts currently exists.
No matter what institutional changes are implemented, the government should
evaluate the whole program for weaknesses and expendable operations. The option
of spinning off export promotion programs into a quasi-governmental corporation
(possible involving some private sector funding) should be explored thoroughly. This
idea coula allow maximum operational flexibility and program responsiveness to
business needs.

At some future time, consideration should be given to transferring control of the
overseas commercial representation service, the domestically-based export promo-
tion function, and the Export-Import Bank to the STA.

In the long-run, it would also be advisaFle to transfer additional responsibilities in
the international commercial policy fiedt to the STA. These would include the
international services sectors, such as shipping, avaition, insurance, construction
contracts, and international data flows. Once again, there is an organizational
virtue in linking these issues with foreign trade; consistency would be encouraged
and the ability to make trade-offs facilitates.

Similarly, decisionE on the transfer of responsibilities for agricultural trade policy
and the administration of export controls should oe considered after the initial
performance of the new agency is evaluated and improved as necessary.

On the import policy side, I would recommend the immediate, inclusion in the new
agency of STR's exisiting policymaking responsibilities under sections 202, 301, and
406 of the Trade Act of 1974. In addition, I would include all enforcement responsi-

' See, for example, the August, 1977 Report by the House Government Operations Committee
entitled "Effectiveness of the Export Promotion Policies and Programs of the Departments of
Commerce and State."
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bilities under the countervailing duty and anti-dumping laws, as well as unfair
trade practices comprising Section 337 of the 1930 Tariff Act. There is no merit in
decentralizing responsibility for import relief measures.

Finally, the STA should be designated at the outset as Chairman of the main
interagency coordinating vehicle for international trade policy: the Cabinet-level
Trade Policy Committee and its two subordinate committees. As indicated above,
the model for the Coordination process should be the International Monetary
Group, and interagency forum for providing advice and data to the indisputable
leader, the Treacury Department.

The STA will not be isolated, but it should be the dominant force in the major
aspects of trade policy: import and export policy formulation, negotiations, and
enforcement of trade legislation and of agreements. The STA should be designated
and recognized as chief trade spokesman for the Executive Branch in its dealings
with toreign governments, the Congress, and the American public. Within the
Executive Branch, it should serve as the hub of the coordination process. Its voice
on policy and programs should be accepted as representing the President's wishes.

The caliber of personnel running any new trade organization will be critical to its
success. Also important will be the continuing relationship between the President
and the head of the new agency. Retention of cabinet rank is vital for him or her.
STR's symbolic power of being located within the Executive Office of the President
could be preserved by designating the head of the STA as Special Advisor to the
President for International Commercial Policy. The head of the STA as well as his
top two or three assistants should continue to be given Ambassadorial rank.

would not support the provision in the Long bill which would create a new
Trade Coordination Council in the White House, with the STA head as chairman
and a small staff of its own. I believe that STA personnel should serve as the
secretariat for the currently operational Trade Policy Committee. If a White House
coordination council is to be created, it should have oversight in all areas of
international economic policy, i.e., including financial, developmental, energy, and
scientific issues. A successor to the new defunct Council on International Economic
Policy is, I believe, an attractive idea. But it is beyond the scope of this hearing.

The agency that I have outline represents a modest organizational change. But if
combined with a revitalization of thinking and consideration of new priorities, it
could make a substantial, positive contribution to U.S. International trade and
investment policies. It can serve as a transition base from today's unacceptably
decentralized organization to the centralized ministry that I believe to be the
optimal reorganization vehicle in the long-run. In the short-run, it may be advisable
to move one step at a time. As new policy and operational responsibilities are
digested, existing trade policy authority can be transferred gradually to the new
trade agency.

By implication, I am unimpressed with the Administration's trade reorganization
proposals. They constitute a marginal shuffling of people and responsibilities whose
Impact on the decision-making process at best would be negligible. Negative effects
are a real possibility. The Administration's reorganzation package seems designed
mainly to placate congressional pressures to do something. The transfer of responsi-
bility for administering dumping and countervailing duty cases to the Commerce
Department is, at best, useless. Why would such a transfer lead to improved progam
administration? Is the Commerce Department the better managed organization?
The creation of an Under Secretary for Trade in the newly renamed Department of
Trade and Commerce is as unnecessary as the new Departmental name for Com-
merce would be redundant.

CONCLUSIO810N

The centralized approach to trade policy reorganization outlined above will in-
crease the probability that the United States has more innovative, coherent, consist-
ent, and responsive foreign trade and investment policies in the upcoming decade
and beyond.

Neither a new trade department nor a new agency need be an isolated, dictato-
rial, or a duplicative layer of bureaucracy. An effective coordination process, an
inter-agency personnel exchange program, and a virorous Congres will prevent
such negative developments. An ideological coup d'etat on behalf of one trade
philosophy is improbable. 'he most articulate criticism of the centralization ap-
proach, that I have easrd, argues that an efficient, fine-tuned trade policy appara-
tus will be more difficult to argue with in the event of policy disagreement. Under
this approach, it is preferable to retain the existant fragmented system inasmuch as
there are more players to play off against one another. In other words, an ally for
any given viewpoint can usually be found within the Executive Branch's existing
apparatus.
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The virtues of a system open to the divide and conquer technique pales before the
need to come to grips with an increasingly complex world economy. The relative
power and strength of the United States in the international economy has declined
and problably will continue to do so. It is not in the interests of this country to have
an obsolete or second-rate trade policy organization in an era of rapid structural
and competitive change in the world economy.

There are many advantages at little cost to creating a sound organizational
structure that integrates responsibilities for trade policy formulation, negotiations,
legislative enforcement, program management, Congressional and private sector
relations, and research.

Mr. GIBBONS. Thank you, Mr. Cohen.
It occurred to me, and I still see some of the people from our

earlier panel in the back of the room, and I wonder, under the
President's proposal I would imagine that people would physically
move out of the embassy, and I wonder whether they would lose
their diplomatic immunity. And I wonder whether diplomatic im-
munity means anything to people in this particular area of work.
Do you have any views on that?

Mr. COHEN. I would guess that they would retain diplomatic
immunity as the result of being an employee of the U.S. Embassy. I
am not an expert, but I would think diplomatic immunity applies
to more than Foreign Service people assigned to an Embassy, that
it wold include labor attach6s and trade and agricultural attaches.
My guess is they would not lose their diplomatic imm unity.

Mr. GIBBONS. I would imagine they could stay in the Embassy,
but I would imagine they are going to get smaller telephone booths
to operate out of. When the administrative officer looks around for
places to put people, he is going to say:

These are not my St te Department people; these are people from Commerce, so,
let's see, what about that old janitor's closet we have over there? We ca- remodel
that.

All of these Embassies are too small. I can see -3om:, real prot'
lems beginning to happen there. I imagine they are going to even.,t
tually be housed someI'lace else. If they are ~c¢er going to get
enough resources to do the job, they are going to be housed some-
place else. I wonder then what is going to happen.

Mr. COHEN. I think my response would be the same as the
Foreign Service Association's response, that the real need here is
for a change of attitude back home. If the executive branch and the
Congress do not follow up on this reorganization, do not take heed
of the possibility that commercial officials will be put in the admin-
istrative basement, then all of this reorganization is not going to
change very much.

As I said before, I would hope that the reorganization is merely
one part of the equation, the other part of the equation being a
higher priority and a greater, more serious attitude taken toward
the need for improving our export posture. This new attitude
should be assumed by the Congress, the private sector, and the
executive branch. Merely by reorganizing, merely by creating this
department, even by putting everything in it, is simply not going to
be sufficient if boxes are shuffled around, and the mentality of
Washington and the rest of the United States is not more attuned
to what I believe is a more competitive international situation.

So I would hope if they are moved out of their existing facilities
it would be into larger facilities, with better communications to

54-396 0 - 8 - 13
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transmit data back home. But if there is not a more serious atti-
tude taken back in Washington, then any kind of field reorganiza-
tion, I think, will find itself dissipated in terms of effective change.

Mr. GIBBONS. It is your belief though, as long as they are part of
the mission they still maintain their diplomatic immunity and
freedom from taxation and all of those other things?

Mr. COHEN. I believe so. I assume that professionals attached to
our Embassy receive diplomatic immunity

Mr. GIBBONS. It seems to me like the Long proposal, which is
what you support because you can't have a separate Department of
Trade, is in effect a Department of Trade, but just without a
Cabinet title?

Mr. COHEN. No, I disagree. There are many responsibilities that
would not immediately be transferred. For example, export con-
trols. The Commerce Department now has a rather large export
control operation. It reviews applications for export licensing. Re-
sponsibility for the so-called international services, such as civil
aviation and the maritime affairs, would not be immediately trans-
ferred. The export promotion effort, which in terms of budget and
manpower is one of the larger operations in international trade,
would not be included. International investment policies, which I
would hope ultimately would go into a department, would not be in
the STA. The Export-Import Bank, which possibly might be ab-
sorbed by a new department, would not initially be a part of the
STA. The major changes between an STA and an STR would be the
inclusion of the import measures, the unfair trade practices, as
well as the formal designation as being the central trade policy
coordinator.

So I view it really as just simply one step, a transition step.
There are many responsibilities which would not be immediately
transferred to an STA.

Mr. GIBBONS. I frankly really don't know enough about the peck-
ing order around the White House, and I don't know whether
moving the STR function further away from the President is going
to diminish the STR's power. That worries me. What is your re-
sponse to that?

Mr. COHEN. I share your concern. In talking this specific issue
over with people, I have found that almost all of them felt that the
preception would be there, that by removing the STR from the
Executive Office of the President there wculd be a diminution in
his or her prestige.

Buried in my testimony, which I did not refer to, is one possible
compromise. As I said, I believe that to allow more operational
responsibilities and more personnel to go to this new STA, it is
necessary to move it out of the Executive Office. So one possible
compromise would be to have the head of the STA wear two hats.
Here the analogy is somewhat akin to the intelligence community,
where the head of the Central Intelligence Agency is also the
Director of Central Intelligence and adviser to the President.

So one possibility would be to have the head of the STA wear a
second hat, namely, the Special Assistant to the President for
International Commercial Affairs. I think that the prestige factor
in this manner would be taken care of. I believe it is a real
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problem, but by having this two-hat concept, you would overcome
the difficulties.

Mr. GIBBONS. Well, that is an interesting concept. I think it has
some merit to it.

Mr. Chairman, that is all the questions I have.
Mr. VANIK. Thank you very much for your testimony.
Our next witness will be Mr. David Steinberg.
You are well known to us. We are happy to have you here.

STATEMENT OF DAVID J. STEINBERG, PRESIDENT, U.S.
COUNCIL FOR AN OPEN WORLD ECONOMY, INC.

Mr. STEINBERG. Thank you. I am somewhat cold and hungry, but
I think alert, and I will try to be very, very brief.

I am not convinced that the idea of a separate new International
Trade Department, although sounding clinically neat, is a feasible
concept. I also am not very much impressed by a lot of the pro-
posed shuffling of functions from one department to another in the
expectation, at times a simplistic expectation, that this kind of
reshuffling is going to achieve new priorities and new effectiveness,
increased effectiveness, in this policy area.

I think, Mr. Chairman, that the most important thing that needs
doing in this policy area is the upgrading of trade policy, as part of
the upgrading of foreign economic policy, in the Nation s priorities;
and I think this can be done by creating a new interagency entity,
which might be called the Foreign Economic Policy Planning
Board, or the Foreign Economic Policy Council, in the Executive
Office of the President, chaired by the President of the United
States, and whose chief operations officer might be, let's say, the
executive vice chairman.

This Foreign Economic Policy Council ought to be coordinated
with the National Security Council. In this way, trade policy and
foreign economic policy would very conspicuously be upgraded.

The STR function ought to be given to this executive vice chair-
man. And what we now know as the STR staff would become a
trade policy planning staff and a trade policy coordinating staff.

One of the main functions of this Foreign Economic Policy Coun-
cil would be the devising of a genuinely free-trade and genuinely
fair-trade strategy. I don't believe this country today has a genuine-
ly free-trade strategy. This kind of strategy would make unmistak-
ably clear to the .imerican business community that the market
that needs to be developed, as Congressman Gibbons said earlier
today, is not just a domestic market but a world market. Nothing is
better calculated to spur this kind of planning in the American
business community than the clear impression that the United
States is really committed to genuinely free trade and genuinely
fair trade.

Now, the other point I wanted to make is that the Department of
Commerce ought to be given a new mission in this policy area. It
ought to be given the resources and the responsibility for an effec-
tive export expansion program, and the resources and responsibil-
ity for an effective program of economic adjustment and increased
productivity.

These two missions, which are interrelated, would be assigned,
respectively, to an Under Secretary ¢f Commerce for Export Ex-
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pansion and an Under Secretary of Commerce for Economic Devel-
opment and Productivity.

I am not in favor of naming the new department the Department
of Trade and Commerce. In fact, I oppose that name. It is linguisti-
caliy unacceptable; it is a tautology which would lessen the stature
of whatever reform we achieve in this policy area.

Reflecting the proposal I just made, the Department of Com-
merce might well be renamed the Department of Trade and Eco-
nomic Development. In this way the country would be told, the
world would be told, that the United States really means business
in its determination to expand exports and to devise a domestic
policy in adjustment and productivity to effectively backstop a
truly free-trade policy.

I would conclude, Mr. Chairman, with this thought: I think you
ought to give very careful attention to the views presented just a
moment ago by the group from the Foreign Service Association. I
haven't had a chance to read their testimony, but I do believe that
that testimony is worth very careful consideration, because I am
bothered by what seems to me to be a simplistic idea that just by
shifting from the State Department to the Commerce Department
the commercial officers of the Foreign Service, something wonder-
ful is going to be achieved. That is too simplistic. I think we ought
to be concerning ourselves with the development of a new commer-
cial service in the U.S. Foreign Service. Members of that Service
would have no less stature than officers in; any other sector of the
Foreign Service. Commercial officers would be given the clear im-
pression that they might indeed rise to the highest echelons of the
Foreign Service, including ambassadorial rank.

I heard no discussion today of the role that I thought the Com-
merce Department had been playing in the selection of commercial
officers. One of my best friends, when he was a senior officer of the
Far East Division of the Department of Commerce, was chosen as
the American Commercial Attach6 in Tokyo, and I am told did a
first-class job. So I think we ought to learn more about what role
Commerce is now playing in attempting to mold a new Commercial
Foreign Service.

But certainly I would hope you will give a very careful reading
to what these gentlemen very seriously and conscientiously tried to
present to you this evening.

Thank you very much.
[The prepare'l statement follows:]

STATEMENT OF THE U.S. COUNCIL FOR AN OPEN WORLD ECONOMY, INC.

The views expressed here are those of the witness and not necessarily in every
detail those of the U.S. Council for an Open World Economy or its Board of
Trustees. Neither the Council nor the witness speaks fcr any private, comnmerical
interest. Their only standard is what they see as the national interest. This testimo-
ny advocates a strengthened Department of Commerce in the fields of trade promo-
tion and economic development, and an inter-agency foreign-economic-policy plan-
ning board in the Executive Office of the President. The board's executive vice-
chairman would also be the chief trade negotiator.

U.S. government reform in the administration of trade policy is widely proposed
but in most instances too narrowly perceived. Most proposals appear to overlook
closely related areas of foreign and domestic economic policy, and seem to concen-
trate on shifting administrative functions from one department to another (some
proposals urge creation of a new department) as if such administrative realignments
were the stuff from which adequate policy priority and performance derive.
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The administrative surgery involved in creating a proposed Department of Inter-
national Trade and Investment would separate the international from the domestic
functions of various departments and thus be impractical and counterproYluctive.
violating the interdependence of the domestic and foreign aspects of these govern-
ment functions. Leaving the Department of Agriculture's current responsibilities
outside the proposed reforms would be a serious exception from the intention of
forming a consolidated trade entity. Transferrinig anti-dumping and anti-subsidy
proceedings to the new department, or to a reconstituted Department of Commerce.
would involve an industry-oriented department in agricultural cases which are the
product responsibility of the agriculture-oriented agency. The purpose of the pro-
posed transfer is also questionable.

There is a regrettable scent of mercantil;sm in many of the reform proposals.
Better performance in export promotion is a worthy objective, but this is often
coupled with proposals to shift anti-dumping and anti-subsidy responsibilities out of
Treasury to secure more import-restrictive handling of such proceedings. (The han-
dling of these cases by executive agencies, and of others such as trade-related
national-security proceedings, can be whatever the President wants it to be, regard-
less of whether the duties are performed by Commerce, Treasury or any other
executive agency. So shifting these duties from one department to another will
ensure no policy change.) And nowhere in these reform proposals is there advocacy
of greatly needed reform in the handling of import-relief cases-the need (as our
Council has often argued) for coherent industry-adjustment strategies as the frame-
work for whatever additional import restrictions may be necessary. This would end
the practice of pig-in-a-poke import restraints-controls without assurance that
these subsidies at public expense are being used for industry-adjustment plans that
deserve public support and fully serve the public interest.

DEPARTMENT OF COMMERCE

Moving the Export-Import Bank and the Overseas Private Investment Corpora-
tion into closer association with the Department of Commerce may be desirable for
better-coordinated strategies in these policy areas. Giving Commerce more authority
over the commercial sector of the Foreign Service has merit, although just making
the commercial attaches Commerce's responsibility seems simplistic. What is needed
is a career commerical service no less important than any other sector of the
Foreign Service, with prospects for individual advancement to the highest echelons
of the Foreign Service, including ambassadorial rank. The whole issue of the role
and development of the commerical foreign-service requires more sophisticated
treatment than it seems to be receiving.

The Department of Commerce needs to be given the resources and responsibility
for an effective strategy not only in export promotion (including the monitoring of
foreign compliance with trade agreements to which the United States is a party) but
also in a'dressing the real problems and needs of U.S. industries that require and
deserve adjustment assistance in a rapidly changing and increasingly competitive
world. These major areas of responsibility should be highlighted by designation of
an Undersecretary of Commerce for Export Expansion and an Undersecretary of
Commerce for Economic Development and Productivity. Also stressing these related
areas of responsibility, the Department of Commerce should be renamed the Depart-
ment of Trade and Economic Development. (The proposal to rename the Depart-
ment the Department of Trade and Commerce should be rejected. Both "trade' and
"commerce" in the Department's name would be a tautology which, linguistically
unacceptable, would lessen the stature of reform efforts in this policy areas.)

The inadequacy of government preparedness in the handling of import-related
industry problems is illustrated by the fact that, when the Administration in 1977
concerned itself with the problems of the steel industry, it felt it had to turn to an
ad hoc inter-agency task foret chaired by the Undersecretary of the Treasur, for
International Monetary Affairs. There is still no coherent steel policy. The long use
of oil import controls without a coherent oil policy is the most serious example of
this basic fault in the nation's recourse to import controls.

OVERALL FOREIGN-ECONOMIC STRATEGY

In addition to giving a reconstituted Department of Commerce suitable resources
and responsibility in trade promotion and economic adjustment, the President
should immediately upgrade foreign economic policy to a priority coordinate with
national security in policy planning, and establish an inter-agency foreign-economic-
policy planning board on a level with the N:4tional Security Council. Reorganization
along these lines should be given a statutory bL-v: as soon as possible.
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With the President serving as chairman, the board's chief operations officer
should be an executive vice-chairman (subject to Senate confirmation) who is not
also the head of any regular Department. The executive vice-chairman should also
have the post now occupied by the Special Representative for Trade Negotiations
(STR), expanded to encompass all areas of trade negotiation. The board should be
much more than a coordinating body. It should be a foreign-economic-policy plan-
ning board in the fullest sense, addressing (inter alia) the need for an authentic
"free and fair trade" strategy including: the freest, most equitable access of foreign
goods to the U.S. market (with an accelerated timetable for the least-developed
countries), an effective adjustment policy to backstop such an import policy, and an
adequate "foreign aid" program aimed at raising living standards and purchasing
power in the world's poorest countries (an export market of tremendous potential
and in many cases already substantial). Ail these policy ingredients are essential
but greatly neglected components of an effective export-expansion policy. In fact,
there is nothing better calculated to spur export promotion by American business
than realization that free trade is government's unmistakable commitment, and
that development of a world market, not just a domestic market, is consequently
unavoidable.

The inter-agency board should submit an annual report to Congress on problems
as well as progress in this policy area. This report should be the subject of incisive
Congressional hearings. There has never been such a periodic, comprehensive ac-
counting to Congress and the country in this field. Congress itself needs reorganiz-
ing to deal with foreign economic policy, and trade policy itself, in a more responsi-
ble manner. The failure of Congressional critics of trade-policy administration to
look at Congress' own failings in this policy area is regrettable.

Mr. VANIK. Thank you.
Mr. Gibbons?
Mr. GIBBONS. You have a good point. We should not ignore their

export advice. I read their testimony, as well as listened to it, too.
They have some very good points. Thank you.

Mr. VANIK. Well, I want to thank you very much. I think you
heard me say earlier that I had some problems, and I hope that I
have some of the concerns that you have expressed. My mind is
still open on many of these issues, and I certainly appreciate your
constructive suggestions.

The subcommittee will stand in adjournment until 9:30 tomor-
row, when we will resume the testimony on reorganization.

[Whereupon, at 5:20 p.m., the hearing was adjourned, to recon-
vene at 9:30 a.m., Friday, September 7, 1979.]
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Washington, D.C.

The subcommittee met at 9:40 a.m., pursuant to notice, in room
1100, Longworth House Office Building, Hon. Charles A. Vanik
(chairman of the subcommittee) presiding.

Mr. VANIK. The subcommittee will be in order. Our first witness
today is Mr. Joseph Parker, Chairman of the Trade Commission.
Mr. Parker, we are very happy to have you.

Mr. PARKER. Thank you, Mr. Chairman.
Mr. VANIK. I might say, at the outset, your statement will be

admitted in its entirety, and you may read excerpts if you desire.

STATEMENT OF JOSEPH O. PARKER, CHAIRMAN, U.S.
INTERNATIONAL TRADE COMMISSION

Mr. PARKER. Thank you, Mr. Chairman. With your permission, I
will read a portion of my statement and summarize the rest of it.

Mr. Chairman and members of the Subcommittee on Trade, I
appreciate the opportunity to appear before this distinguished sub-
committee concerning proposals for the reorganization of the inter-
national trade function of the Federal Government. I am accompa-
nied by members of our professional staff who will be available to
respond to questions from the subcommittee.

At the outset, I wish to commend this subcommittee for its
efforts in this regard. Questions regarding foreign trade policy, how
it is made, and how it is carried out, have recurred over the ears,
particularly when new trade agreements are coming into ing.

This is not surprising because our foreign trade policy affects
every American as well as our national well-being. The economic
prosperity and the security of our Nation, as well as the peace of
the world, are directly affected by this policy and its successful
implementation. It is also greatly affected by the foreign economic
policies of other nations.

With our current large balance of trade deficit, there is a greater
awareness than ever before among all segments cf our economy of
the vital importance of foreign trade policy. Great economic
changes have taken place in the last 25 years, and shifts have
taken place in the relative economic strengths of our trading part-
ners. The same is true of political strengths. The developing coun-
tries are now an important trade factor. As a Government, we may

(195)
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have been slow in recognizing these changes and in making the
adjustments necessary to the maintenance of a strong trade pos-
ture.

I will summarize the next page, Mr. Chairman, and merely point
out a fact that is well known. Prior to 1934, the Congress directly
involved itself in the development and execution of trade policy
primarily through tariffs. With the enactment of the Reciprocal
Trade Agreements Act of 1934, the Congress delegated broadpowers
to the Executive to negotiate matters pertaining to tariffs and
trade.

This authority was almost entirely redelegated by the President,
largely to the State Department, although there was an interde-
partmental committee established. But from 1954 until 1962, the
basic decisionmaking power was largely in a single agency, namely,
the Department of Stata.

Between that period of time, 19%4 and 1962, a considerable dis-
satisfaction developed, and ao a part of the Trade Expansion Act of
1962, the Office of the Special Representative for Trade Negotia-
tions-STR-was established. That office, of course, handled the
negotiations under the 1962 act. After those negotiations were
completed, although STR continued to exist. it was weak and with
little power.

I think there is broad agreement today on the need for the
establishment of a more effective means of dealing with trade
policy, including an organizational means to carry it out. It should
be recognized, we believe, that reorganization, by itself, does not
assure good policy. Neither is it likely that all matters affecting
trade policy of the United States can be handled or addressed by a
single agency. For example, some problems stem from proper gov-
ernmental decisions which may be made without apparent consid-
eration of international trade implications.

Our policy of relying more heavily on income taxes than on
consumption taxes to finance the Federal Government may tend to
place our industries at a competitive disadvantage with other na-
tions, since consumption taxes on exported goods can be rebated,
thereby reducing their price and making them more competitive.

Also, in the United States, costs of capital formation and invest-
ment in industries for the production of goods, both for domestic or
export purposes, are determined by general economic factors. This
is not always the case with the goods of other countries with which
our goods must compete.

While a reorganized trade bureaucracy is unlikely to have much
control over many of these factors, at least the problems can be
identified. The need for new policy or new authorities then could
be matters for the Congress and the President.

Trade policy decisions almost always involve competing interests.
In addition, foreign policy and national security objectives are fre-
quently key factors which must be considered. Since these objec-
tives often conflict, a balancing of these interests is required. Our
present governmental trade structure through a special trade rep-
resentative is designed to enable all competing interests to be
heard, and a decision, if necessary, to be made by the President.

The Congress, in initially establishing the framework for this
procedure in the Trade Expansion Act of 1962, at that time discard-
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ed a proposal to put the Special Trade Representative in the De-
partment of Commerce and placed the STR in the Executive Office
of the President, apparently determining that the interagency co-
ordination was the best answer.

As we understand the administration's proposal as it relates to
the functioning of the Special Trade Representative, it would
strengthen that office by giving it increased authority and responsi-
bility and the lead role in trade matters, including trade policy
development and implementation. Increased use would be made of
the Trade Policy Committee under which the views and positions of
all segments of our Government would be considered in a decision-
making process. In this manner, trade policy would be jointly
developed and coordinated.

In addition, coordination of trade policy with domestic policy and
foreign policy could be achieved. In our judgment, such an organi-
zational approach for trade policy development and implementa-
tion would seem to have the best chance of success since every
relevant segment, both public and private, would have a role in it.

Mr. Chairman, the several different bills and reorganization pro-
posals which have come to our attention and are before this com-
mittee would have varying impacts on the U.S. International Trade
Commission-ITC, ranging from no impact to what we believe
would be a severe impact by the transfer of important unctional
components and, in at least one bill, a proposed transfer of the
Commission, to the Department of Commerce as an independent
unit.

The U.S. International Trade Commission, as this subcommittee
well kiows, is an independent agency with a number of statutory
duties and responsibilities, including certain quasi legislative and
quasi judicial functions. The Commission does not make trade
policy. Rather, it provides to those charged with that responsibili-
ty-the Congress and the President-factfinding, technical, eco-
nomic, and legal assistance, and, within prescribed standards or
criteria, findings, or recommendations.

Both in the original statute and in several subsequent legislative
actions, the Congress has gone to considerable length to establish
and insure the maintenance of the independence of the Commis-
sion from control by political branches of the Government.

Because of this independence and insulation from political influ-
ence, the Conimission has been able to perform functions which
permit resolution without delegation to the Executive. In serving
this role, the Commission has been accountable to the Congress.

The Commission takes considerable pride in its ability to analyze
trade matters and to respond to requests from the Congress and
the President. The committee is familiar with our recent extensive
analysis of the multilateral trade negotiations agreements. While
the Commission's workload under the antidumping and counter-
vailing duty laws will be greater as a result of amendments, on:r
basic functions in that regard were not changed. There has beei. no
charge of politicized administration of these statutes leveled at the
Commission in any of the testimony I am familiar with.

Three units of the ITC which would be transferred under some of
the proposals from the Commission to the Department of Com-
merce are the Office of Industries, the Office of Nomenclature,
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Valuation and Related Activities, and the administration of subsec-
tion (b) of section 337 of the Tariff Act of 1930. Let me briefly
describe the functions of these units and the role each plays in
Commission activities.

The commodity/industry expertise which is basic to the satisfac-
tory execution of virtually all Commission work is contained in the
Office of Industries. The professional analysts in that office are
required in the conduct of all Commission investigations and relat-
ed work done under the various import relief statutes, for special
economic studies or probable effects advice as requested by Con-
gress or the President, and in the area of nomenclature formula-
tion and modification.

For example, in import-injury-related investigations, the analyst
must have the requisite commodity/industry expertise to perform a
major role in defining the scope and direction of the investigation,
formulating industry surveys and questionnaires, analyzing eco-
nomic data and expert testimony, and preparing investigation re-
ports and recommendations for the Commission. All of that work
must be done under tight statutory deadlines.

The heavy reliance of other Commission components on the
Office of Industries illustrats the absolute necessity that commod-
ity/industry expertise be maintained within the Commission. If the
office were moved to another Government agency, the Commis-
sion's ability to fulfill its statutory responsibility would be severely
limited, and eventually the lost commodity/industry expertise
would have to be reestablished in the remaining Commission com-
ponents.

We note with concern the proposals which would transfer the
Office of Nomenclature from the Commission. The transfer of the
functions of this office would severely limit the Commission's abili-
ty to carry out its functions.

Throughout the years, the Commission has developed a profes-
sional staff suited to perform its various functions, almost all of
which are an integral part of the expertise required. Thus, nomen-
clature expertise is required in the Commission, whether we are
defining the product scope of an industry investigation under sec-
tion 201 of the Trade Act of 1974 or in preparing statistical subdivi-
sions for the import schedules.

The Commission exercises a fundamental authority to investigate
the administration and effects on industries of the customs laws of
this country, including questions relative to the arrangement of the
tariff schedules, the classification of articles, and the operation of
the customs laws.

This authority is often used with respect to various studies as
requested by the Congress or the President, such as the Commis-
sion's participation in the development of the Harmonized Code
and reports on the probable economic effect of U.S. adoption of new
rules of customs valuation and the economic effects of the multilat-
eral trade negotiations agreements recently concluded.

The Commission's comprehensive experience in dealing with
questions of nomenclature and in performing economic analysis
and our knowledge of the operations of the Customs Service have
placed this agency in a unique position with respect to the develop-
ment and improvement of product nomenclature systems.
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In carrying out our responsibilities under section 484(e) of the
Tariff Act of 1930 in conjunction with the Departments of Com-
merce and Treasury on the numerous petitions from industry and
government for modification of the import and export schedules,
the commodity and nomenclature expertise of the Commission is
heavily relied upon, particular y in developing sound product defi-
nitions and descriptions and in assessing the merits of their adop-
tion.

If it is the will of Congress to have an independent, objective,
fact-finding agency capable of performing the responsibilities en-
trusted to it, then we would urge that these functions not be
transferred.

The third unit proposed for transfer under some of the bills is
jurisdiction over section 337 of the Tariff Act of 1930. That section
relates to unfair trade practices in connection with the importation
of goods into the United States which may be injuring a domestic
industry which is efficiently and economically operated.

By virtue of an amendment adopted in the Trade Act of 1974,
proceedings under this provision are required to conform to the
Administrative Procedures Act, which requires due-process-type
procedures.

We are not aware of the reason behind the proposed transfer of
this function. First, let me point out that most of the proceedings
conducted under this section are the result of complaints filed by
the domestic industry. The Commission takes great care in review-
ing each complaint filed under section 337 in order to assure that
the complaint meets statutory requirements, and we frequently
give.assistance to the industries in that regard.

A great number of investigations conducted in the past under
section 337 have involved questions of infringement of the patents.
An infringement of a patent is considered an unfair act. The ques-
tion of the validity of the patent involved is frequently an issue,
and for the purposes of section 337, there must be a determination
made as to the validity of the patent.

If this jurisdiction were to be transferred to the Department of
Commerce, the Department would have to create a new adjudica-
tive body, which would be capable of carrying out a proceeding
under the Administrative Procedures Act. A curious anomaly
would also arise. Since the Patent Office, which issues patents, is in
the Department of Commerce, the Department would be issuing
patents with one hand and perhaps declaring them invalid with
the other. This would not be a condition that would be conducive to
the establishment of public confidence in the system.

With the few reservations I have indicated, we certainly support
the efforts being made by this committee to improve our interna-
tional trade posture. I would add, Mr. Chairman, that basic to any
trade policy and its execution is the policy set down by the Con-
gress and the necessary attention and action given to that policy by
the President to see that it is carried out. Therefore, I would
strongly urge continued oversight of any authority in this area
given by the Congress.

Mr. Chairman, I thank you for this opportunity to present our
views on this very important subject.

[The prepared statement follows:]
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STATEMENT OF JOSEPH O. PARKER. ('HAIRMAN. U.S. INTERNATIONAI. TRADE
COMMISSION

I appreciate the opportunity to appear before this distinguished Subcommittee
concerning proposals for the reorganization of the international trade functions of
the Federal Government. I am accompanied by members of our professional staff,
who will be available to respond to Committee questions.

At the outset, I wish to commend this Subcommittee for its efforts in this regard.
Questions concerning foreign trade policy, how it is made, and how it is carried out
have recurred over the years, particularly when new trade agreements are coming
into being. This is not surprising because our foreign trade policy affects every
American as well as our national well-being. The economic prosperity and security
of our nation, as well as the peace of the world, are directly affected by this policy
and its successful implementation. It is also greatly affected by the foreign economic
policies of other nations.

With our current large balance-of-trade deficit, there is a greater awareness than
ever before among all segments of our economy of the vital importance of foreign
trade policy. Great economic changes have taken place in the last 25 years and
shifts have taken place in the relative economic strengths of our trading partners
The same is true of political strengt.s The developing countries are now an impor-
tant trade factor. As a government, we may have been slow in recognizing these
changes and in making the adjustments necessary to the maintenance of a strong
trade posture.

A brief look at the methods for handling foreign trade policy in the past may be
helpful in determining -.,hat should be done in the future. Prior to 1934, the
Congress directly involved itself in the development and execution of trade policy,
primarily through tariffs. History is replete with the political battles which ensued.
In 1934, with the enactment of the Reciprocal Trade Agreements Act, the Congress
delegated broad powers to the Executive to negotiate tariffs and trade matters
through trade agreements. This authority was redelegated by the President to the
Interdepartmental Committee on Trade Agreements chaired by the Secretary of
State. Thus, from 1934 until 1962, decisionmaking power was largely in a single
agency-the Department of State-and generally there was less opportunity than
now exists for input from other parts of the Government or from the private sector.

Considerable dissatisfaction developed with the manner in which trade policy was
being formulated and executed and, as a result, the Office of the Special Rtpre-
sentative for Trade Negotiations was established by the Trade Expansion Act of
1962 and strengthened by the Trade Act of 1974. This new office was given the
primary responsibility for trade negotiations and provision was made for agency
input from other government agencies and from the private sector. From the time
negotiations under the 1962 act were completed and until 1974, the Office of the
Special Trade Representative was not organized to pursue trade policy matters
vigorously. Now that the trade negotiations under the 1974 act have been concluded,
the question logically arises-who will be in charge of trade policy?

There is, therefore, broad agreement on the need for the establishment of an
effective means of dealing with trade policy, including an organizational means to
carry it out.

It should be recognized, we believe, that reorganization does not, by itself, assu
good policy. Neither is it likely that all matters affecting trade policy of the Unite,
States can be handled or addressed by a single agency. For example, some problems
stem from national governmental decisions which may be made without apparent
consideration of international trade implications. Our policy of relying more heavily
on income taxes than on consumption taxes to finance the Federal Government may
tend to place our industries at a competitive disadvantage with other nations, since
consumption taxes on exported goods can be rebated, thereby reduciing their price.
Generally, taxes based on income do not permit such flexibility. Also, in the United
States, costs of capital formation and investment in industries for the production of
goods for domestic or export purposes are determined by general economic factors.
This is not always the case with the goods of other countries, with which our goods
must compete. Whil3 a reorganized trade bureaucracy is unlikely to have much
control over these factors, tl e problems can be identified. The need for new policy
or authorities would then be matters for the Congress and the President.

Trade policy decisions almost always involve competing interests. In addition,
foreign policy and national security objectives are frequently key factors which
must be considered. Since these objectives often conflict, a balancing of the various
interests is required. Our present governmental trade structure through a Special
Trade Representative is designed to enable all competing interests to be heard, and
a decision, if necessary, to be made by the President. The Congress, in establishing
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the framework for this procedure in the Trade Expansion Act of 191i62. discarded a
proposal to put the Special Trade Representative in the Department of Commerce
and placed the STR in the Executive Office of the President, apparently, by ths
action, determining that interagency coordination was the best answer.

As we understand the Administration's proposal as it relates to the functioning of
the Special Trade Representative, it would strengthen that Oflice by gi';ng it
increased authority and responsibility and the lead role in trade policy matters,
including trade policy development and implementation. Increaeed use would be
made of the Trade Policy Committee, under which the view;: and positions of all
segments of our Government would be considered in the decision-making process.

In this manner, trade policy would be jointly developed and coordinated In
addition, coordination of trade policy with domestic policy and foreign policy could
be achieved. In our judgment, such an organizational approach for trade policy
development and implementation would seem to have the best chance of succp.sE
since every relevant segment, both public and private, would have a role in it

The several reorganization proposals before you would have varying impacts on
the U.S. International Trade Commission, ranging from no impact to a severe
impact by the transfer of important functional components and a proposed transfer
of the Commission to the Department of Commerce as an independent unit.

The U.S. International Trade Commission, as this Committee well knows, is an
independent agency with a number of statutory duties and responsibilities including
quasi-legislative and quasi-judicial functions. The Commission does not make trade
policy. Rather, it provides to those charged with that responsibility-the Congress
and the President-factfinding, technical, economic, and legal assistance and, within
prescribed standards or criteria, findings or recommendations. Both in the original
statute and in several subsequent legislative actions, the Congress has gone to
considerable lengths to establish and insure the maintenance of the independence of
the Commission from control by political branches of the Government. Because of
this independence and insulation from political influence, the Commission has been
able to perform functions which permit resolution without delegation to the Execu-
tive. In serving this role, the Commission has been accountable to the Congress.

The Commission takes considerable pride in its ability to analyze complex trade
matters and to respond to requests from the Congress and the President. You are
familiar with our recent extensive analysis of the Multilateral Trade Negotiations
(MTN) agreements. While the Commission's workload under the antidumpitig and
countervailing duty laws will be greater as a result of amendments, our basic
functions were not changed. Charges of politicized administration of these statutes
have not been leveled at the Commission.

Three units of the ITC which would be transferred under some of the proposals
from the Commission to the Department of Commerce are the Office of Industries,
the Office of Nomenclature, Valuation and Related Activities, and the administra-
tion of subsection (b) of section 337 of the Tariff Act of 1930. Let me briefly describe
the functions of these units and the role each plays in Commission activities.

The commodity/industry expertise which is basic to the satisfactory execution of
virtually all Commission work is contained in the Office of Industries. The profes-
sional analysis in that Office are required in the conduct of all Commissiori investi-
gations and related work done under the various import relief statutes, for special
economic studies or probable effects advice as requested by Congress or the Presi-
dent, and in the area of nomenclature formulation and modification. For example,
in import-injury-related investigations, the analyst must have the requisite commod-
ity/industry expertise to perform a major role in defining the scope and direction of
the investigation, formulating industry surveys and questionnaires, analyzing eco-
nomic data and expert testimony, and preparing investigation reports and recom-
men tations for the Commission.

The heavy reliance of other Commission components on the Office of Industries
illustrates the absolute necessity that commodity/industry expertise be maintained
within the Commission. If the Office were moved to another Government agency,
the Commission's ability to fulfill its statutory responsibility would be severely
limited, and eventuali; the lost commodity/industry expertise would have to be
reestablished in t:e remaining Commission components.

We note with concern the proposals which would transfer the Office of Nomencla-
ture from the Commission. The transfer of the functions of this Office would
severely limit the Commission's ability to fulfill its statutory responsibilities.

Throughout the years, the Commission has developed a professional staff suited to
perform its various functions, most all of which are an integral part of the expertise
required. Thus, nomenclature expertise is required in the Commission whether we
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are defining the product scope of an industry investigation under section 201 of the
Trade Act of 1974 or in preparing statistical subdivisions for the import schedules.

The Commission exercises a fundamental authority to investigate the administra-
tion and effects on industries of the customs laws of this country, including ques-
tions relative to the arrangement of the tariff schedules, the classification of arti-
cles, and the operation of the customs laws.

This authority is often used with respect to ':arious studies as requested by the
Congress or the President. such as the Commisoion's participation in the develop
ment of the Harmonized Code and reports on the probable economic effect of U.S.
adoption of new rules of customs valuation and the economic effects of the MTN
agreements recently concluded.

The commission's comprehensive experience in dealing with questions of nomen-
clature and in performing economic analysis and our knowledge of the operations of
the Customs Service have placed this agency in a unique position with respect to
the development and improvement of product nomenclature systems.

In carrying out our responsibilities under section 48 4(e) of the Tariff Act of 1930
in conjunction with the Departments of Commerce and Treasury on the numerous
petitions from industry and Government for modification of the import and export
schedules, the commodity and nomenclature expertise of the Commission is heavily
relied upon, particularly in developing sound product definitions and dt :criptions
and in assessing the merits of their adoption.

If it is the will of Congress to have an i.,dependent, objective factfinding agency
capable of performing the responsibilities entrusted to it, then we urge that these
functions not be transferred.

The third unit proposed for transfer under some of the bills is jurisdiction over
section 337 of the Tariff Act of 1930. That section relates to unfair trade practices in
connection with the importation of goods into the United States which may be
injuring a domestic industry which is efficiently and economically operated.

By virtue of an amendment adopted in the Trade Act of 1974, proceedings under
this provision are required to conform to the Admin.strative Procedure Act, which
requires due-process-type procedures.

We are not aware of the reason behind the proposed transfer of this function.
First, let me point out that most of the proceedings conducted under this section are
the result of complaints filed by the domestic industry. The Commission takes great
care in reviewing each complaint filed under section 337 in order to assure that the
complaint meets statutory requirements.

A great number of the investigations involve alleged infringement of patents. An
infringement of a patent is considered an unfair act. The question of the validity of
the patent involved is frequently an issue, and for the purposes of section 337, there
must be a determination made as to the validity of the patent.

If this jurisdiction were to be transferred to the Department of Commerce, that
Department would have to create a new adjudicative body, which would be capable
of carrying out a proceeding under the Administrative Procedure Act. A curious
anomaly would also arise. Since the Patent Office, which issues patents, is in the
Department of Commerce, the Department would be issuing patents with one hand
and perhaps declaring them invalid with the other. This would not be a condition
that would be conducive to the establishment of public confidence in the system.

Thank you Mr. Chairman for the opportunity to present our views on this vital
subject.

Mr. VAT;K. Mr. Chairman, can you indicate in more detail the
activities of the Commission on 337 investigations? We have had
statements here that primarily it involved only patent infringe-
ment cases. Are there other unfair practices that are involved?

Mr. PARKER. Yes, Mr. Chairman, as you know, this provision has
been in the statute for a long time. The Commission's authority
under this provision was enlarged and strengthened in the Trade
Act of 1974, but essentially it is an unfair trade practice authority.
The law, in effect, provides remedies--

Mr. VANIK. What kind of cases other than patent cases can you
enumerate?

Mr. PARKER. Well, there are instances of monopoly violations,
any type of an unfair act involving trade. It is the same general
kind of authority that is given to the Federal Trade Commission
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under domestic law. In other words, it is left to the Commlission for
a case to be processed, to develop and outline what kind of practice
may be unfair. Even though this particular provision has not been
used extensively in the past, except primarily in the patent cases,
it is the type of authority that I would strongly urge that we
retain, because if there is one thing that should be stressed in any
new policy, it seems to me--

Mr. VANIK. What is the case, the steel case?
Mr. PARKER. Yes, we had a case involving stainless pipe and

tube. Discriminatory pricing and selling below cost of production
with an intent to monopolize or restrain trade were the allegations.
That proceeding was filed before the Commission, and if my
memory is correct, shortly thereafter a dumping case was also filed
with the Department of the Treasury.

Mr. VANIK. Now, in the administration proposal, we have tariff
nomenclature and classification transferred to Commerce. How im-
portant is this function to the Commission?

Mr. PARKER. I tried to indicate that in my statement.
Mr. VANIK. YOU mentioned it is one of the changes.
Mr. PARKER. I tried to indicate the importance of it and why it. is

necessary. It permeates practically every operation of the Commis-
sion. In any investigation it is necessary to make certain that you
have a good product identification because the remedies all apply
through our tariff structure. The nomenclature provisions or
knowledge of them, are used by every segment of our organization.
I tried to give an illustration, I believe, at the top of page 8, of my
statement.

Mr. VANIK. How important is it to the statistical function?
Mr. PARKER. It is absolutely necessary to the statistical function,

because it is really the basis on which you undergird your statistics
and recordkeeping, and it is absolutely necessary to our work in
specifying what the tariff schedule shall consist of and what modifi-
cations need to be made of the tariff schedules.

Mr. VANIK. Mr. Schulze?
Mr. SCHULZE. Thank you, Mr. Chairman.
Chairman Parker, just one brief question: Your testimony relat-

ed mainly to change as it would affect ITC functions. Do you have
any personal thoughts on the advantages or disadvantages of a
separate department?

Mr. PARKER. Yes, Mr. Schulze. I tried to allude briefly to that in
the part of my statement that I summarized. I think that foreign
economic policy is ao important that I doubt whether the body
politic would ever stand still for decisions by one man on the type
of issues that come up because they are pervasive. An issue in
trade policy cuts across almost every segment of our economy, and
those segments are related when it comes to negotiations and
things of that character. Therefore, if a broad segment of our
economy was unhappy with a decision, even if it were one by a
Cabinet Secretary, I on't believe that decision would go without
challenge. I think you would find it would be challenged in the
Congress, and it would be challenged with the President, because
in our democracy that is the way it functions.

That is the reason I believe that an approach of strengthening
the Special Trade Representative and a clearcut policy directive as
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to what he is supposed to do will enable most policy decisions to be
made without having to go to the President. But the procedure
would be there so the President could determine if there was an
absolute conflict between the two strong segments of our economy.

To make it successful, though, and this is a difficult thing, you
are going to have to have a very strong man serve in the post as
Special Trade Representative. Furthermore, he would have to have
what I would call a swinging-door relationship with the President
to give him the clout, so that when he spoke, people would recog-
nize that he was either speaking for the President or the President
would probably back him up. I think that is one of the reasons for
the recent success achieved by Mr. Strauss.

Mr. SCHULZE. There are not many Bob Strausses around, are
there?

Mr. PARKER. I hope to think there are, but we may have to look
a little harder to find them.

Mr. SCHULZE. Thank you, Mr. Chairman.
Mr. VANIK. Mr. Frenzel?
Mr. FRENZEL. Thank you for your testimony, Chairman Parker.

The ITC, of course, is an important element in what we are work-
ing on, and I think all the members of this subcommittee expect
that it will continue to be. Yesterday, we had a discussion about
the transfer of section 337 functions, and a number of witnesses
suggested that while it might be a good idea to keep section 337
injury cases in the ITC, it would also be a good idea to transfer the
rest of them out, you are suggesting today that you thought the
ITC should have complete jurisdiction over 337, which is contrary
to some of the previous testimony. Would you care to comment on
that?

Mr. PARKER. Yes, I would like to comment. I am not sure i
understand the statement, because all of our 337 cases, by statute,
require that there be an injury determination.

Mr. FRENZEL. So you think you should have all of them?
Mr. PARKER. Yes.
Mr. FRENZEL. With respect to tariff nomenclature, and so forth,

as I recall, you don't really get involved in that very much, do you?
Mr. PARKER. We are heavily involved in it and have been since

the enactment of the Tariff Act of 1930. Under section--
Mr. FRENZEL. Your involvement, however, is it fair to say, is

indirect. "s you know, we have been thrashing around in Brussels
for some time. We had great difficulty in getting the Department of
Commerce, the Department of Treasury, and the Department of
State to figure out which one of them should be the representative
there. By the time they decided, all the major decisions had been
made without benefit of a great deal of input from you or from any
of them. At least I haven t been aware of a very heavy effort on
your part in that area, and I appreciate that you have some experi-
ence and some expertise there, but I am not sure it is irreplaceable
or is something that couldn't possibly be moved elsewhere.

Mr. PARKER. Mr. Frenzel, section 608 of the Trade Act of 1974-
the Congress and probably this committee were responsible for the
provision-directs that there be involvement by the Commission in
connection with the nomenclature activities in Brussels, including
the work on the Harmonized Code and coordination of statistics.
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This authority is a joint authority which was given to the Commis-
sion and to the Department of Commerce and the Department of
the Treasury, and I know that we have made a tremendous input
in that area. I would be surprised if the other agencies didn't
readily admit to that.

Mr. FRENZEL. I guess it is my feeling, Mr. Chairman, that you
have a lot of other important jobs to do, and I would rather see
your resources concentrated in those other areas.

Mr. Chairman, I thank you.
Mr. VANIK. Mr. Chairman, in considering all of the various

proposals to reorganize the trade functions, could you further ad-
dress the need for continuing an independent body to advise both
the Congress and the President on trade matters?

Mr. PARKER. Yes, Mr. Chairman, I should have added a provision
in my statement on that.

I think the concept utilized by the Congress when it established
the Commission was that it be unique, specifically that it maintain
an expertise in trade matters ar d have a primary responsibility to
assist the Congress and the President with independent, objective
and impartial advice. It is a means of maintaining an adequate
check and balance.

I think that is something that the Congress needs, and it will be
needed even more in the future as we move into more and more
international regulation through the use of international codes. I
think an agency that works closely with the Congress will enable
you to have a type of service and analysis on trade matters that
would not likely be available to the Congress from Executive
sources.

Mr. VANIK. I certainly appreciate your statement, Mr. Chairman.
I have been concerned, and I indicated at the outset of these
hearings that I had some reservations on the plan that is being
discussed. I am hoping we can put our input into it before it finally
comes down here, but I am very much concerned about plans for
the full utilization and capacity for the Commission. I have a
feeling that some of these responsibilities are being shifted off. I
am not sure they should be carried off so extensively as it is
suggested. You get some other powers under the proposal, but I
don t know whether they balance off or and give me the assurance
that the industrial sector and the consumer sector, the working
and labor groups will be heard with sensitivity. I certainly appreci-
ate your statement.

Mr. PARKER. I would just make one final comment, if I may, and
that is with regard to our section 337, and, I believe, our 201-type
authorities. People haven't always been happy with our decisions, I
am sure, but I believe most of them have been happy with the
process and have confidence in it, and I think that is something
that is quite valuable.

Thank you.
Mr. VANIK. Thank you very much, Mr. Chairman.
The subcommittee will stand in recess for about 8 minutes so

that we can vote.
[Brief recess for the Members to vote.]
[The following was subsequently received:]

54-396 0 - 80 - 14
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SUPPLEMENTARY STATEMENT TO THE TESTIMONY OF THE U.S. INTERNATIONAL
TRADE COMMISSION GN TRADE REORGANIZATION

INTRODUCTION

This memorandum supplements testimony commenting on certain legislative pro-
posals pending before the Subcommittee on Trade of the Committee on Ways and
Means in regard to Federal Government International Trade Function Reorganiza-
tion. Certain of the reorganization proposals would, if enacted, transfer important
substantive units of the Commission, or indeed the Commission as a whole, to a
reorganized and renamed Department of Commerce (hereinafter the "Department").
The proposed new Department, which would be responsible for U.S. foreign trade
policy, would draw its foreign trade functions from existing Executive agencies,
including (as has already been stated) the Commission.

This memorandum is especially concerned with the effect that the enactmnent of
these legislative reorganization proposals would have on the Commission and its
historic role as advisor to the Congress and the president with respect to the
formulation and execution of the foreign trade policy of the United States.

As has been indicated, one type of legislative proposal would transfer the Commis-
sion to the Department of Commerce ostensibly as an "indepenc'ent" *init. Other
proposals would transfer the following-

(1) The Office of Industries,
(2) The Office of Nomenclature, Valuation, and Related Activities, and
13) The administration of subsection (b) of section 357 of the Tariff Act of 1930.
In providing comment upon the aforementioned reorganization proposals, this

memorandum has two principal purposes: First, it will shw that the historic
advisory role of the Commission is an important continuing .-. which the Commis-
sion is philosophically and by experience uniquely qualified %i; perform. Secondly, it
will show that the enactment of the reorganization proposals in question would
seriously impair, if not destroy, the Commission's capabi',ty of continuing to serve
effectively in its historic role as advisor to the Congress. .. the Presidert.

In the following pages of this memorandum, the his. ti" mission and function of
the Commission and its organizational structure are discwued.

THE HISTORIC COMMISSION

The Commisbion was established in 1917 under the authority of title VII of the
Revenue Act of September 8, 1916. The Act and its legislative history provide the
key to a comprehension of the mission and function of the historic Commission.

MISSION AND FUNCTION

The basic investigative authority of the Commission is set forth in sections 702
and 704 of the 1916 Act. Section 702 provided that-it shall be the duty of the
commission to investigate:

(1) the administration and fiscal and industrial effects of the custom laws of
this country,

(2) the relation between the rates of duty on raw materials and finished or
partly finished products,

(3) the effects of ad valorem and specific duties and of compound specific and
ad valorem duties,

(4) all questions relative to the arrangement of schedules and classification of
articles in the several schedules of the customs laws, and, in ger.eral, to investi-
gate, and

(5) the operation of customs laws, including their relation to the Federal
revenue, their effect upon the industries and labor of the country, and to
submit reports of its investigations as hereafter provided.

Section 704 provided that the commission shall have power to investigate:
(1) the tariff relations between the Ur;ted States and foreign countries,
(2) commercial treaties,
(3) preferential provisions,
(4) economic alliances,
(5) the effect of export bounties and preferential transportation rates,
(6) the volume of importations compared with domestic production and con-

sumption, and
(7) conditions, causes, and effects relating to competition of foreign industries

with those of the United States, including dumping and cost of production.
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The basic reporting requirements to the President and the Congress were set
forth in section 703 of the 1916 Act. This section provided that the commission shall
put at the disposal of:

(l1 the President of the United States,
(2) the Committee on Ways and Means of the House of Representatives, and
(3) the Committee on Finance of the Senate, whenever requested, all informa-

tion at its command, and shall make such investigations and reports as may be
requested

(4) by the President or
(5) by either of said committees or
(6) by either branch of the Congress....

The substance of the Commission's broad general investigatory powers conferred
by sections 702 and 704 has remained unchanged throughout the Commission's
existence and is found in subsections (a) and (b), respectively, of existing section 332
of the Tariff Act of 1930. Likewise, the advisory role of the Commission as embodies
in section 703 of the 1916 Act has not changed and is currently found in subsection
(g) of sec'.ion 332 of the Tariff Act of 1930.

From the foregoing, it can be seen that the Commission is primarily an advisory
body established to assist the President and the Congress in formulating and carry-
ing out U.S. foreign trade policy. Justice Cardozo, writing in the landmark case,
Norwegian Nitrogen Company v. United States,' referred to such assistance of the
Commission as its "historic function ... as the advisor to the .R esident or Congress
in the business of legislation." Thus, the Commission does not n. ke trade policy but
rather provides to those charged with this responsibility-namely, the President
and the Congress-factfinding, technical, and legal assistance and, within prescribed
standards or criteria, findings or recommendations. The functions of the Con.mis
sion have been described as being quasi legislative and quasi judicial.' One of its
advisory-recommendatory functions with regard to unfair practices in the import
trade was made an adjudicatory function in 1975 subject to the requirements of the
Administrative Procedure Act.' Another practical function sometimes referred to is
the Commission's serving as an outlet or escape valve for the release of political
pressures generated in connection with matters placed before it for investigation.

The Commission occupies a unique place in the Federal hierarchy. In response to
almost universal pleas to take import tariffs out of the partisan politics, President
Woodrow Wilson in February 1916 proposed the establishment of a Commission-

. . . as much as possible free from any strong prepossession in favor of any
political policy and capable of looking at the whole economic situation of the
country with a dispassionate and disinterested scrutiny.4

This launched the creation of a legislative framework to assure that the Commis-
sion would be independent, objective, and nonpartisan in matters of foreign trade
policy. It is in this area that the Congress, fearful of undue Executive branch
pressures being exerted on the Commission, has legislated most often concerning
the Commission and its responsibilities.'

Prominent among the statutory requirements currently applicable are (a) that the
Commission shall be composed of six commissioners who are appointed by the
President, by and with the advice and consent of the Senate; (b) not more than
three commissioners may be from the same political party; (c) each commissioner is
eligible for one 9-year term; (d) the Chairman and Vice Chairman are designated by
the President for terms of two years and must be from different political parties and
from term to term each must be succeeded by persons from different parties; and (e)
no commissioner may actively engage in any business, vocation, or employment
other than that of serving as a commissioner. In addition, the Trade Act of 1974
authorized the Commission to be represented to all judicial proceedings by attorneys
who are employees of the Commission (sec. 174), and provided for the Commission to
have an independent budget (sec. 175).

'288 U.S. 294, 321 (1933).
' Id at 318.
' Sec. 337, Tariff Act of 1930, as amended by sec. 341 of the Trade Act of 1974, Public Law 93-

618, approved Jan. 3, 1975, 88 Stat. 2053.
53 ong. Rec. 10529, 64th Cong., 1916.

'Sec. 700, Public Law 271, 64 Cong., approved Sept. 8, 1916, 39 Stat. 795. S. Res. 162 and S.
Rept. No. 1325, 69th Cong., 1928. Sec. 330, Tariff Act of 1930, as umended, 19 U.S.C. 1330; sec.
201, Public Law 215, approved Aug. 7, 1953, H. Rept. No. 521, 83d Cong., S. Rept. 472, 83d Cong.
S. Rept. No. 226 of Committee on Govt. Operations (to accompany S. Res. 114), 90th Cong. 1967,
pp 6-7. S. Rept. No. 91-1431 of Committee on Finance (to accompany H.R. 17550), 91st Cong.
1970, p. 281. Ses. 171-175, Trade Act of 1974, S. Rept. No. 93-1298, 92rd Cong., 1974, pp. 115-
118. Sec. 1801, Public Law 94-455, 94th Cong., 1976. Seca. 2 and 3 of Public Law 95-106,
approved Aug. 17, 1977, 95th Cong.
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In its more than 60-year existence, the Commission has given extensive assistance
to the Corngress and the President primarily in connection with the substantive,
procedur .l, and statistical aspects of the foreign trade of the United States.

Through the years, the Commission has participated fully in providing factual
and analytical assistance with respect to (A) the enactment and implementation of
substantive provisions of U.S. trade and customs laws-especially with regard to the
tariff classification schedules, customs valuation, and unfair import practices-and
(B) the various delegation laws-such as the flexible-tariff law and the laws estab-
lishing the trade-agreement program-which have clothed the President with au-
thority to modify U.S. duties and other import restrictions.

The Commission has conducted large numbers of investigations under authority of
the statutory provisions where the criteria for findings and recommendations have
been provided for either by statute, by the President or the Congress in special
requests, or by the Commission itself in self-initiated investigations. For the accom-
plishment of these tasks in almost all formal investigations, public hearings are
held and interested parties are accorded opportunity to be heard. Indicative of the
cooperative effort of the Commission with all parties was its action as the first
agency to implement the Sunshine Act and thereby open its meetings to the public
and to disclose public information.

Likewise, the Commission has substantially participated in the development of
the provisions of the customs administrative laws. The Commission, acting on its
own initiative, prepared and submitted to the Congress, prior to the enactment of
the Tariff Act of 1922, a consolidated and revised set of administrative provisions
which were drawn from a mass of widely-scattered provisions that had been accru-
ing since the early days of the Republic. Although the customs administrative
provisions have been further amended from time to time, they still are in their
original mold or framework established by the 1922 act. More recently, during
congressional consideration of the Customs Procedural Reform and Simplification
Act of 1978, the Commission submitted reports and provided extensive assistance to
the Ways and Means Committee and the Committee on Finance.

In accordance with the provisions of section 484(e) of the Tariff Act, which confers
joint statistical responsibility on the Departments of Treasury and Commerce and
the Commission with respect to U.S. imports, exports, and production, a new edition
of Schedule B (the export schedule) was prepared and published. In accordance with
section 608(c) of the Trade Act of 1974, the Commission also participates extensively
in the U.S. contribution to the technical work of the Harmonized System Commit-
tee.

ORGANIZATION OF THE COMMISSION

Although the organizational structure of the Commission has varied from time to
time since 1916, the basic purpose has been to develop and maintain efficient and
effective utilization of the Commission's professional disciplines to the end that they
may provide the requisite expertise for gathering and analyzing trade data in
relevant product detail. The substantive organ; :ational units of the Commission are
interdependent and complementary, whatever professional discipline or disciplines
may be assigned to a given unit. Investigations conducted by the Commission
invariably involve participation by several organizational units and, often times, by
all the units.

With respect to the proposed transfer to the new Department of two of the
Commission's organizational units and the administration of section 337 of the
Tariff Act, it should be realized that commodity specialists are an essential and
integral part of the Commission. They are assigned to the Office of Industries, one
of the organizational units proposed to be transferred. A few commodity specialists
are assigned to the Office of Nomenclature, Valuation and Related Activities, an-
other unit pro- osed for transfer to the new Department. Attorneys are assigned to
the Office of General Counsel, the Office of Legal Services, the Administrative Law
Judges, and the Office of Nomenclature. All of 'hese offices participate and are
coordinated in the administration of section 337 of the Tariff Act of 1930, relating to
unfair practices in the import trade. These matters are further discussed below.

PRODUCT NOMENCLATURE

Since its creation in 1916 as a Federal Agency and particularly since the enact-
ment of the Tariff Act of 1930 the Commission has assumed significant responsibil-
ities in product nomenclature activities. These activities include not only the draft-
ing of legal product classes for inclusion in tariff schedules, but also statistical
classes administratively derived therefrom to permit the collection of more refined
or detailed product trade data for analyzing trade flows. The statutory basis for
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these activities and the work the Commission has performed in this area are
discussed below.

Section 702 of the Revenue Act of 1916, the Act which established the Commis-
sion, provided, in pertinen* part, that the Commission shall investigate-all ques-
tions relative to the arrangement of schedules and classification of articles in the
several schedules of the customs law, and, in geneial, to investigate the operation of
the customs law ...

That section was carried forward without change to section 332(a) of the Tariff
Act of 1930. Section 484(e) of the Tariff Act of 1930 provided for the creation of
statistical import product classes and modifications thereof by the joint participa-
tion of the Departments of Commerce and Treasury and the then Tariff Commis-
sion.

As a result of the Commission's tariff and product expertise, its knowledge of the
customs laws and operations of the Customs Service and its posture as an independ-
ent nonpartisan agency, the Commission was directed pursuant to the Tariff Simpli-
fication Act of 1954 to undertake a comprehensive study of the U.S. tariff classifica-
tion laws and to prepare revised and consolidated tariff schedules. That study
culminated with the enactment of the Tariff Classification Act of 1962 which pro
vided for the adoption of the Tariff Schedules of the United States (TSUS). The
TSUS became effective in 1963. Subsequent to the adoption of the TSUS, the
Commission's staff continued to work closely with congressional staffs in providing
nomenclature expertise in the preparation of legislation, including the preparation
of the Tariff Schedules Technical Amendments Act of 1965.'

The Commission has provided to the Executive similar nomenclature expertise in
connection with the U.S. schedules of concessions annexed to the various bilateral
and multilateral trade agreements negotiated since 1934. Most recently, the Com-
mission prepared U.S. Schedule XX of the Geneva (1979) Protocol to the GATr and
all tariff amendments included in the Trade Agreements Act of 1979. Further, the
Commission staff routinely prepares draft Presidential Proclamations and Executive
Orders which affect the TSUS.

The TSUS provided a systematic tabular arrangement of legal product classes
identified by 5-digit number which were readily susceptible to subdivision into
subordinate statistical classes identified by adding a 2-digit suffix to the 5-digit
number. With the adoption of the TSUS in August 1963, a statistical annotated
version thereof known as the Tariff Schedules of the United States Annotated
(TSUSA) was prepared and published by the Commission. In accordance with sec-
tion 201 of the Tariff Classification Act of 1962 the Commission regularly publishes
new editions of and supplements to the annotated tariff schedules to reflect changes
arising from legislation, Presidintial Proclamations and Executive Orders and modi-
fications in statistical reporting requirements.

In 1963, at the initiation of the Commission, a staff level Committee for Statistical
Annotation of Tariff Schedules was established by joint action of the Departments
of Commerce and Treasury and the Commission under authority of section 484(e) of
the Tariff Act of 1930. This coninittee is chaired by the Commission representative.

In order to ensure the achiee ament of product comparability in the import, export
and domestic production statistical systems, section 484(e) was amended in 1975 '
and again, in 1977.' As A re ult of the first amendment, the joint responsibility of
the three agencies has be, -'xtended to the maintenance of the U.S. export sched-
ule and to seeking to ma'- ..l. statistical programs for domestic production compa-
rable with the import and export schedules. Under the last amendment, the three
agencies are required to seek, in connection with statistical programs for achieving
international harmonization of trade statistics, the comparability thereof with U.S.
import and export schedules. Beginning in 1975, the three agencies, acting under
the new requirements, undertook a comprehensive study of the three statistical
systems. In 1978, as a result of this study, an entirely revised export schedule and
over 3,500 modifications of the statistical classes in the Tariff Schedules of the
United States Annotated were published.

The passage of the Trade Act of 1974 brought even furt!hr responsibilities to the
Comnmission including, under section 608, the directive to undertake an investiga-
tion under section 332(g) of the Tariff Act of 1930, which would provide the basis for
the full and immediate participation by the Commission in the United States
contribution to the technical work of the Harmonized System Committee under the
Customs Cooperations Council. Since 1975 the Commiss cn has been instrumental in
involving the U.S. trade community in the development of this international prod-

'Pub. I ' Au9-241, approved Oct. 7, 1965.
'Sec. f ,i Act of 1974, Pubra Act of 1974, Pub. Law 93-618, approved Jan. 3,1975.
'Sec. ?ub. L w 95-106, approved Aug. 17, 1977.
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uct classification system, and, working with other interested agencies and the trade
community, has prepared virtually every technical proposal submitted by the
United States to the Harmonized System Committee. In addition, since 1975 Com-
mission has taken an active role as member of the U.S. delegation to meetings of
the Harmonized System Committee.

THE ADMINISTRATION OF SECTION 337

The Commission has had since its establishment in 1917 a jurisdiction to investi-
gate and report on unfair foreign trade practices. This jurisdiction fits squarely
within the very broad power granted to the Commission under section 704 of the
Revenue Act of September 8, 1916, which provided-

That the commission shall have power to investigate the tariff relations between
the United States and foreign countries, commercial treaties, preferential provi-
sions, economic alliances, the effect of export bounties and preferential transporta-
tion rates, the volume of importations compared with domestic production and
consumption, and conditions, causes, and effects relating to competition of foreign
industries with those of the United States, including dumping and cost of production
(Emphasis added).

The Commission, under authority of the underscored language in section 704,
instituted in 1918 an investigation relating to dumping and unfair foreign competi-
tion in the United States. The investigation also covered the operation of Canada's
antidumping law. The Commission, at the request of the Chairman of the Ways and
Means Committee, suk.. 'd its report to the Committee on October 4, 1919.' This
report was before the Congress when it enacted the Antidumping Act, 1921, as title
II of the Emergency Tariff Act of that year -o and section 316 of the Tariff Act of
lC22," relating to unfair methods of competition and unfair acts in the import trade
of the United States. It is believed to be significant that the substantive scope of the
Commission's general investigative authority with respect to unfair import practices
under section 704 of the 1916 Act and specific investigative authority with regard to
such practices under section 316 of the 1922 Act have been reenacted without
change in section 332(b) and section 337, respectively, of the Tariff Act of 1930,
which provisions are the existing law on the subject.

The scope of the Commission s unfair practices jurisdiction under section 316 of
the 1922 Act and, hence, under existing section 337 of the 1930 Act, is very broad.
The Committee on Finance-in its report No. 595 of April 10, 1922 on the bill, H.R.
7456, which became the Tariff Act of 1922, commented at page 3 that-The provi-
sion (section 316) relating to unfair methods of competition in the importation of
goods is broad enough to prevent every type and form of unfair practice and is,
therefore, a more adequate protection to American industry than any antidumping
statute the country has ever Ihad.

Subsequently, on the floor of the Senate, it was stated by Senator Smoot 12 that the
section was designed to prohibit not only . . . dumping in the ordinary accepted
meaning of that word; that is, the sale of merchandise in the United States for less
than its foreign market value or cost of production; but also bribery, espionage,
misrepresentation of goods, full time forcing, and other similar practices frequently
more mijunous to trade than price cutting.

Until section 337 was amended by section 341 of the Trade Act of 1974, the
Commission's determinations under the statute were advisory only and only the
President could issue the orders excluding offending articles from entry into the
United States. The 1974 Act, however, amended section 337 to make the Commis-
sion's function adjudicatory in nature subject to the requirements for adjudication
under the Administrative Procedure Act (APA). At that time, the Commission was
authorized to remedy unfair practices by ordering the exclusion of the offending
article or by issuing a cease and desist order to be served on persons violating the
statute. In either event, the President is authorized, before the close of 60-days after
his receipt of the Commission's determination, to disapprove such determination for
policy reasons. If he does not so disapprove, the Commission order remains in effect.

The adjudicatory function conferred upon the Commission by section 337 distin-
guishes it from all investigatory functions of the Commission. The antidumping and
countervailing duty functions are somewhat in th, nature of adjudication but they
are not subject to the APA requirements therefor. All other investigative functions
are advisory in nature.

Report of the U.S. Tariff Commission, Information concerning Dumping and Unfair Foreign
Competition in the United States and Canada's Antidumping Law. 1919.

Pub. Law 10, 67th Cong., approved May 27, 1921, 42 $tat. S.
"Pub. Law 318, 67th Cong., approved Sept. 21, 1922, 42 Stat. 858.
" 62 Cong. Rec. 5879 (1922).
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The jurisdiction of the Commission under section 337 is invoked upon complaint,
properly filed, or upon the Commission's own motion. This was also true when the
Commission's role was advisory to the President rather than adjudicatory as it now
is. The Commission's jurisdiction extends to any article imported into the United
States or sold in violation of section 337(a). With the expansion of trade and the
development of new codes of conduct the unfair trade practice statutes are likely to
be more important to U.S. industry than at any previous time and therefore should
not be weakened

CONCLUSION

Many factors, including our current large balance of trade deficit, shifts in the
relative economic strength of our trading partners, increase in state or partly state
controlled trading enterprises, the rise of LDC's, and the implementation of the new
codes have made the formulation and execution of the foreign trade policy of the
United States more complex and have engendered many political controversies and
pressures. In this context, whatever may be the merits of strengthening the Office
of the Special Trade Representative or establishing in the Executive Branch a new
Department dedicated to foreign trade functions, the Commission or some agency
similar in terms of its independence, objectivity, and nonpartisanship, is essential as
an advisory body to the Congress which has the responsibility to legislate and
formulate foreign trade policy. The Commission was created for the very purpose of
assisting the Congress and the President with an independent and objective capabil-
ity. It has been the role which has been carried out by the Commission since its
inception.

As previously stated herein, when President Wilson advocated the establishment
of the Commission in 1916, he proposed to the Congress that it should be created as
an agency . . . as much as possible free from any strong prepossession in favor of
any political policy and capable of looking at the whole economic situation of the
country with dispassionate and disinterested scrutiny.

Succeeding Congresses, including this Congress, have taken steps to preserve and
strengthen the independence of the Commission. It is unlikely that the objective,
independent advice and analysis provided by the Commission to the Congress would
be available from an Executive agency.

Mr. FISHER. The hearing will be resumed. Chairman Vanik will
be back in the room in just a few minutes.

I would like to call on Mr. John E. Carlson, representing the
Associated General Contractors of America.

Mr. Carlson, we would be happy to have you proceed in any way
you wish. Your testimony is here and it will be in the record.

STATEMENT OF JOHN E. CARLSON, MEMBER, INTERNATIONAL
CONSTRUCTION COMMITTEE, ASSOCIATED GENERAL CON-
TRACTORS OF AMERICA, ACCOMPANIED BY GEORGE E.
STOCKTON, DIRECTOR, INTERNATIONAL CONSTRUCTION DIVI-
SION, AND BARBRO A. OWENS, ASSISTANT DIRECTOR, INTER-
NATIONAL CONSTRUCTION DIVISION
Mr. CARLSON. Fine. I would prefer to read it, Mr. Chairman.
Mr. Chairman and members of the subcommittee, ladies and

gentlemen: I am John E. Carlson, vice president of the M. M.
Sundt Construction Co., and a member of the International Con-
struction Committee of the Associated General Contractors of
America. My firm has been active in the overseas construction
market for over 4 years, and we are presently performing construc-
tion in Saudi Arabia.

I am accompanied today by Mr. George E. Stockton, director of
AGC's International Construction Division, and Ms. Barbro A.
Owens, the assistant director of that division.

Mr. Chairman, AGC is here today to present the position of our
international contractors on the reorganization of the Federal Gov-
ernmerit's international trade functions. In doing so, it is necessary
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to examine not only the functional organization of U.S. trade policy
but the substantive content as well.

In the course of only 3 years, U.S. contractors have dropped from
first to fifth place in terms of new contracts awarded in the inter-
national construction market. From a market share of 15 percent
in 1976, U.S. contractors fell to an estimated 7.9 percent in 1978.

The loss of construction business abroad translates directly into
reduced benefits for the U.S. domestic economy. Construction con-
tracts typically result in the expenditure of 40 to 60 percent of the
total contract volume on U.S. goods and services, or what we count
as direct exvorts.

'he job-generating effects of construction exports are substantial.
The $50 billion of overseas construction awarded to U.S. contrac-
tors in the period 1975 to 1977 equals between 800,000 and 1.2
million Americans employed, applying the formula that every addi-
tional $1 billion of U.S. exports creates 40,000 jobs. This does not
include the many Americans employed overseas by the U.S. con-
struction industry.

Exports of U.S. construction services create overseas sales of U.S.
merchandise and insure a spare parts market for years to come.
The initial design and construction of industrial facilities and civil
works by the U.S. engineering and construction industry increases
the likelihood that future plant expansion and development will
also be procured in the United States. It is in the interest of the
Nation as a whole that the U.S. construction industry be capable of
successfully competing in world markets in the future.

U.S. trade policy can be divided into two categories of Govern-
ment involvement affecting the export industries: Export disincen-
tives and export promotion.

By export disincentives we mean such impediments to trade as
the noncompetitive taxation of U.S. citizens abroad, antiboycott,
antitrust and antibribery legislation, environmental reviews and
human rights policies.

Trade has become a tool for foreign policy purposes, and no
accurate figures are available on the lost export business associated
with each new trade regulation. There is a myriad of unrelated
laws and regulations creating a series of stumbling blocks and an
aura of uncertainty that, in turn, produces a chilling effect on
an: one's plans for doing business overseas.

AGC believes that the trade reorganization should be accompa-
nied by a statutory requirement which would direct the designated
lead agency on international trade to prepare trade impact assess-
ments (TIA's) identifying the trade costs of all major existing and
proposed legislative and regulatory measures affecting U.S. ex-
ports.

We have developed a fact sheet on the TIA mechanism, which we
would ask to be entered into the hearing record.

[The information follows:]

TRADE IMPAcT ASSESSMENTS

IsSUE

To attach to the reorganization of the Federal Government's international trade
functions a statutory requirement which would direct the designated le!d agency on
international trade to prepare Trade Impact Assessments (TIA's) identifying the
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trade costs (i.e., lost export business) of all major existing and proposed legislative or
regulatory measures with an unfavorable impact on U.S. exports.

The TIA mechanism would function in approximately the following way:
1. The Secretary of Trade and Commerce (assuming that the Administration's

reorganization plan is approved), together with Congress, will identify existing and
proposed legislative or regulatory measures considered to be "major" in terms of
their impact on U.S. exports (currently, perhaps a package of no more than 20
export disincentives).

2. Consultations with Commerce Department officials indicate that TIA's can be
performed within existing capabilities and require only milor reorganization in the
Dpartment of Trade and Commerce. Perhaps the TIA function is most appropriate-
ly placed in the Bureau of International Economic Policy and Research. No addi-
tional costs of any consequence would thus be incurred.

3. A TIA on any given legislation and regulation would consist of a short (approxi-
mately 1-5 pages) re port, identifying the trade costs and findings in the form of
cmpirical data. The report would be made available during Congressional hearings
on proposed measures for inclusion in the Committee report, and on an annual basis
for existing measures.

4. As a general rule, all TIA reports would be made public, except in those rare
instances where compelling national security considerations would dictate other-
wise.

ADVANTAGES OF A TIA MECHANISM

(a) Public disclosure of trade cost data will significantly contribute to a general
strengthening of the trade argument. A strong trading posture for the U.S. is
becoming both a national security and foreign policy necessity.

(b) A TIA mechanism may have a deterrent effect by making policy makers and
legislators aware that their proposals will undergo a trade cost evaluation and thus
discourage policy initiatives which would achieve limited political gains but result
in substantial losses of trade.

(c) The TIA mechanism, if adopted by Congress, would signify to the public and
the business community that there is a genuine willingness on the part of Congress
and the Administration to take action designed to facilitate and promote the exports
of U.S. goods and services and to reduce our trade deficit to assure that the benefits
derived from a strong trading posture (i.e., more jobs for Americans, lower inflation
and a stronger dollar) continue to accrue to the U.S. economy.

ARGUMENTS AGAINST A TIA MECHANISM

(a) A TIA would simply be one more costly "Impact Statement."
Rebuttal: TIA's do not require additional budgetary allocations, as evidenced by

the fact that the government, using existing resources, is currently engaged in
comprehesive trade cost studies in compliance -.'ith the President's Export Policy
Statement of September 26, 1978. (The results of ti:e studies have not been disclosed
to the public, as disclosure of this material is not required by law.)

If introduced, TIA's would be the only "Impact Statements" to date clearly
designed to help this nation's exporting interests. Considering the numerous burden-
some and export-impairing measures that, in the past, have easily won Congression-
al approval, it would indeed be ironical if the TIA proposal would be opposed
because of a general antipathy against additional "Impact Statements," and its
merit as an indirect export promoting devise not be fully understood and appre-
ciated.

(b) Trade costs cannot be accurately measured, and, therefore, TIA's have little
value.

Rebuttal: Some trade cost data may be difficult to obtain, and some TIA's, there-
fore, would not be complete or fully reliable. However, these problems do not
constitute sufficient cause for rejecting the system itself. In time, and with addition-
al experience, methods to assess trade costs can be developed and perfected.

Mr. CARBON. National security and fureign policy considerations
are today receiving disproportionate attention relative to our trad-
ing interests. Rutherford Poats of the National Security Council
has estimated that between $5 and $8 billion of potential export
business is lost each year due to U.S. Government regulations. This
means that export regulations and disincentives imposed by our
own government could be responsible for as much as 15 to 23
percent of our trade deficit.
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One can question whether national security and foreign policy
considerations should automatically justify losing such enormous
amounts of overseas business.

Poats is basing his figures on the results of a major trade cost
study which the Government has undertaken in compliance with
the President's export policy statement of September 26, 1978.

This interagency project, coordinated by the so-called export dis-
incentives task force, covers 16 disincentives, but does not include a
trade cost analysis of the single most costly and export-impairing
disincentive-section 911 of the Foreign Earned Income Act of
1978. Wo believe that an assessment of lost exports due to this non-
competitive tax legislation must be performed.

The Government's export disincentives study is presently classi-
fied, and the full particulars are not available. However, we believe
that if this trade cost study is to have any significant export
promoting effect, the trade cost data associated with the various
disincentives must be disclosed to the Congress and the public.

We recognize that national security and foreign policy consider-
ations in certain situations must receive first priority, even if a loss
in trade is apparent and inevitable.

However, we must insure that the trade argument is coherently
presented and empirically supported through regularly performed
assessments of the lost export business resulting from major export
disincentives. A strong trading posture for the United States is
becoming both a national security and foreign policy necessity.

The costs of foregone export business, which ultimately are borne
by the American consumer, must be clearly understood and consid-
ered when foreign policy initiatives are contemplated. The trade
impact assessments are necessary for this purpose.

Mr. Chairman, we have presented a constructive proposal to deal
with export disincentives and we can now turn to the export pro-
motion efforts of the U.S. Government. There are two forms of
export promotion: Indirect or general trade promotion and direct
or specific trade promotion.

The indirect or general trade promotion consists of the tradition-
al work done by the Commerce Department and the commerical
officers at our embassies abroad. This is an important part of the
overall effort by the U.S. Government to promote trade, even
though the results are difficult to quantify.

The direct or specific type of trade promotion operates at the
level of actually getting the business, signing the contract, and
completing the job. This direct form of Government promotion is
the more important for U.S. contractors competing overseas.

Competitive project financing, competitive taxation, loan guaran-
tees, performance bonds, political risk insurance, feasibility fi-
riance, these are the services that we need from our Government to
be competitive abroad.

We predict that no matter how much the Governmeatt reorga-
nizes general trade functions, we will experience very little
export expansion unless these specific tools of trade are identified
and substantially improved.

The U.S. construction industry has traditionally been opposed to
the principle of Government subsidies to private industry, but we
must concede that in order to be competitive in the overseas mar-
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kets, we need U.S. Government policies and programs which im-
prove our competitive posture.

The Export-Import Bank is doing an effective job given its limita-
t'ons, but it should have substantially increased lending authority.
We need adequate project finance at competitive rates equal to
what other governments offer their construction exporters.

With insufficient bank funds, higher risk construction projects in
developing nations must today compete for finance against lower
risk commodity sales or manufactured goods, with the construction
projects receiving lower priority.

We believe that such competition for bank funding should be
eliminated, perhaps by earmarking adequate percentages of bank
funds solely for project finance.

The amazing fact is that instead of experiencing a steady in-
crease in funds to respond to the growing needs, Eximbank's direct
credit authorization dropped from $3.8 billion in 1974, correspond-
ing to an export value of $8 billion, to a low of only $700 million in
1977 direct credits, supporting $1.4 billion in export value. The
bank is not expected to exceed its 1974 lending authority until
1980.

Expansion of Eximbank funds and the maintenance of its pres-
ent independence is one of the most cost-effective methods of secur-
ing new export business, and, in our opinion, this requires tripling
or quadrupling the proposed funding level of $4.1 billion for fiscal
year 1980. Competitive project financing is quickly Lecomirig the
most important aspect of a successful bid.

Mr. Chairman, we have talked about the need for direct and
specific trade promotion, of which the programs of Eximbank are
one example. Rather than take the committee's time to discuss
additional programs, we would ask that the attached appendices
outlining these suggestions be entered into the hearing record.

The ultimate purpose of any reorganization of trade functions
must be to first elevate trade policy to a more appropriate level in
the decisionmaking process; and, second, to initiate both general
and specific trade promotional programs designed solely to improve
our export performance; and, finally, to insure cross-agency, cross-
legislative coordination and point responsibility so that one action
is not negating or inhibiting another trade promotion action.

These objectives clearly require the consolidation of trade respon-
sibilities under the auspices of a single lead agency and one nabi-
net-level spokesman. However, we have interpreted the current
mood in the administration and on the Hill to suggest that some-
thing less than a new department is a more realistic aspiration at
this point.

Given this situation, and the fact that we ultimately support the
notion of one Government agency combining bcth trade policy and
its implementation, we have examined the various reorganization
proposals in an attempt to find a compromise solution which would
provide maximum consolidation without creating a nets depart-
ment.

In our opinion, the administration's proposal does not go far
enough in consolidating trade functions. We are particularly con-
cerned about the separation of policymaking from the operational
trade functions, considering that this very separation and fragmen-
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tation of policy and implementation is in large part responsible for
our current trade dilemma.

The Gillis-Long bill suffers from this same problem. However, by
creating an independent special trade agency outside of the execu-
tive branch, and by substantially expanding the authority of this
agency beyond the current responsibilities of the STR, the Gillis-
Long bill, in our opinion, creates the nucleus for a future single
department of international trade with policy and operations under
the same roof.

Short of a new department incorporating existing fragmented
trade functions, we therefore favor the Gillis-Long bill as the most
satisfactory solution at this point.

In this context, we want to emphasize once more that no consoli-
dation of trade functions will adequately serve the interests of
trade expansion unless accompanied by the statutory requirement
of trade impact assessments as outlined earlier.

Finally, Mr. Chairman, it must be clearly understood that the
U.S. construction industry wants the reorganization to generate a
flexible trade policy approach designed to meet specific industry
needs, making it possible for us to expand our exports in the 1980's.

Thank you very much.
[Appendixes to prepared statement follow:]

APPENDIX 1

PROPOSAL TO DEVELOP GOVERNMENT FACILITY FOR GRANT-IN-AID FUNDING OF
FEASIBILIY STUDIES FOR MAJOR CAPITAL PROJECTS OVERSEAS

In response to the increased use of mixed credits on the part of the industrialized
nations of Europe and Asia in the financing of major capiLtl projects in the develop-
ing world, and recognizing Eximbank's limited ability to e ;ectively counteract these
practices on behalf of U.S. exporters, the following proposal suggests one possible
means of improving the competitive position of U.S. companies pursuing such
projects.

NATURE OF PROECT FEASIBILITY STUDIES

The key element in the successful development of large industrial and civil
infrastructure projects in both industrialized and developing nations is the prepara-
tion of the project feasibility study. The feasibility study identifies for the project's
promoters, owners and financial backers the economic and social benefits which can
be expected to accrue from a given project, as well as the costs associated with the
financing of the work and operating the completed facilities. The feasibility study is,
in fact, the primary evaluative tool for proposed projects and is the basis upon
which implementation decisions are made. The costs of feasibility studies vary from
project to project; however, a standard approximation of their costs falls in the
range of between 1 and 3 percent of the total project costs. In many cases, these
costs prohibit a developing country owner from proceeding with many categories of
low priority, yet financially viable, development projects.

International contractors interested in carrying out these projects must then
assist such owners in sourcing competitive financing for the required feasibility
studies. This assistance takes several forms, ranging from government-backed cred-
its with low rates of interest, to outright grants from the bilateral lending agencies
of a contractor's country of origin.

The willingness of these government agencies to concessionally finance the feasi-
bility study stems from the increased likelihood that the project itself will be
awarded to a contractor from the same country which prepared the project feasibil-
ity study. This correlation is due to the high degree of compatibility between the
conceptual framework of the project as identified in the feasibility study and the
follow-on engineering design. If standard U.S. technological applications are speci-
fied in the feasibility study, the design and construction can be carried out more
efficiently by a U.S. contractor familiar with the applications. Some countries
reportedly will grant the feasibility study if the client agrees to contract the follow-
on design and construction with a contractor from the country. The export credit
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age.-:;es of these nations will also arrange project financing for the project itself,
pro- ed that a majority of the procurement for the project is tied.

In the area of integrated, multi-phase industrial development, particularly in
chemical process, it is the initial feasibility study which sets the design standards
for the entire complex. In such work, the feasibility study is the key to the follow-on
business, and the merchancise trade which accompanies such projects is a leading
source for new orders of capital and manufactured goods.

While Eximbank is empowered to respond to such mixed credit competition,
budgetary limitations prohibit them from effectively counteracting these practices
(total lending authority; $3.6 billion for fiscal year 1979). In short, the BRnk has
limited funding available for grant or concessional financing operations, and is also
directed by statute to be self-sustaining and thereby cannot afford to engage in
concessional financing to any major extent.

With the exception of the loans and grants made under the Security Supporting
Assistance program (SSA), the Agency for International Development (AID) has
dramatically reduced the level of AID financing for capital projects. AID's decision
to get out of the construction business is consistent with the New Directions pro-
gram emphasizing basic human needs (BHN) rather than the "trickle-down" theory
of capital-intensive development. The office of Reimbursable Services (RS) in AID
has funding available for feasibility studies, but the level (approximatly $3 million)
is not large enough to meet the competitive needs of the industry.

Consequently, U.S. contractors competing for major capital projects in developing
nations are at a decided disadvantage due to the lack of an effective export credit/
foreign assistance facility. Due to the substantial trade benefits associated with
these projects, both in terms of initial procurement as well as the follow-on spere
parts market they create, the following proposal is offered for consideration.

EXIMBANK/AID COFINANCING FACILITY FOR FEASIBILITY TrUDIES

A U.S. contractor pursuing a project in a developing country would approach the
Ministry of Planning and map out the basis of the project and reach an agreement
on the preparation of a feasibility study. The contractor and the client would then
apply for financing under the proposed facility, which would involve a short-term
Eximbank credit at the official rate, to be repaid by a grant-in-aid funding from
AID. The Bank would, in effect, be extending fully guaranteed short-term credit to
the client for the feasibility study and thereby experience limited budgetary impact;
AID would be supporting the foreign entity with a grant to repay the foreign
exchange costs of the feasibility study. The feasibility preparation would involve, to
the greatest extent possible, the participation and training of the client country
nationals and would, therefore, be consistent with AID's BHN criteria. The likeli-
hood that AID's participation in the feasibility would eventually lead to a major
capital project with probable U.S. participation might necessitate the channeling of
the AID funding through the Security Supporting Assistance program, due to its
aforementioned construction emphasis. The SSA monies would be drawn from a
ready fund approximating an appropriate percentage of the SSA annual budget (1 to
2 percent; SSA authorizations for fiscal year 1980 are approximately $2 billion).
During the preparation of the feasibility study, alternative sources for project fi-
nance would be identified, making possible use of existing Bank programs, the
private capital markets, or, if 'he project warranted, future SSA authorizations.

The project would then be put out to competitive bidding or negotiations and
would be tied to U.S. procurement to ensure the desired trade effect.

APPENDIX 2

POLITICAL RISK INSURANCE FOR OVERsiEA8 CONSTRUCTION CONTRACTS

The volume of work performed abroad by the U.S. construction industry, which
very materially improves our presently unfavorable balance of trade, could not be
obtained if it were not for the political risk insurance which, in the past, has been
provided by the Overseas Private Investment Corporation. Futhermore, this volume
could be increased if the political risk insurance program is improved.

AGC does not favor one agency over another to provide political risk insurance
for overseas construction contractors, even though our five year experience with the
program under the Overseas Private Investment Corporation was viewed favorably
by the industry. However, the country per capita income and company sales volume
policy limitations adopted by the OPIC Board of Directors in September, 1977
drastically reduced the availability of the program in several key construction
markets, and thus materially reduced its value. Recognizing the incompatibility of
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OPIC's developmental objectives with the export assistance requirements of interna-
tional contractors, AGC recommended to the Congress on March 16, 1978, during
the consideration of the U.S. Export-Import Bank legislation, that the program be
transferred to the Export-Import Bank.

Following AGC's testimony, the report of the Committee on Banking, Finance and
Urban Affairs included a recommendation for the development of a Construction
Services Insurance Program at the Bank. During the process which led up to the
actual transfer of the program on July 1, 1978, AGC contractors participated in a
series of meetings with Eximbank staff concerning the program and its composition.
On April 25th, AGC provided the members of the National Advisory Council, (NAC)
with a memorandum outlining the nature of construction exports and the specific
areas of exposure in a typical construction contract.

On June 9th, the Board of Directors of the Export-Import Bank were presented
with a final program proposal, and it was unanimously adopted.

Since the adoption of the program by the Export-Import Bank, approximately 30
project registrations have been filed. However, due to the low awards ratio for U.S.
contractors overseas, only a small number of policies have been issued to date. The
low award ratios reflect the overall noncompetitiveness of the U.S. construction
industry in the international markets, and do not relate to the prograin or to the
Bank's administration of it. However, there are several features of the program as
presently administered which do not further the export promotional intent of the
Congress, nor adequately address the needs of the U.S. construction industry.

The requirement by the Bank for an investment guarantee bilateral agreement
between the U.S. government and the foreign government in advance of issuing
coverage for a project has limited the availability of the program in several major
markets. The program proposal approved by the Board of the Export-Import Bank
called for the following policy with respect to the bilateral agreement eligibility
requirement:

1. Eximbank should utilize the OPIC bilaterals to the extent that they are
" ailable.
2. Otherwise, Eximbank should obtain satisfactory evidence that the host govern-

ment has approved the project and that Exiinbank would be recognized as succeed-
ing to the rights of the guaranteed U.S. firm in the event of the payment of a claim
by Eximbank.

From everything we can gather about the Bank's administration of the program
to date, the emphasis has been placed on the first recommendation, and they have
effectively adopted the OPIC country list. Consequently, the country expansion of
the program of the Bank has not occurred The Bank's counterparts in the countries
of Europe are offering similar coverages to their respective construction industries
on an unlimited country basis, and they are doing so without the benefit of rights of
subrogation or arbitration agreements.

Therefore, we recommend that the Bank be directed to expand the availability of
the coverage in a manner more responsive to the competitive needs of the U.S.
construction industry.

APPENDIX 3
[Memorandum]

JUNE 20, 1979.
To: Members of the Bilateral Subcommittee of the Development Coordination Com-

mittee.
From: George E. Stockton, Director of International Construction.
Subject: Code 941 Competition in the U.S. AID Program.

The Associated General Contractors of America and its 113 chapters nationwide is
comprised of approximately 30,000 firms, including more than 8,000 of the nation's
leading general contracting companies that perform more than $100 billion of
construction annually. AGC members also perform approximately 50 percent of the
contract construction by American firms in more than 100 other countries.

AGC members have long recognized and actively supported the vital role carried
out by the Agency for International Development (AID) in assisting the poorer
nations of the world in their respective development programs. Over the last several
years, AID-financed construction projects have contributed substantially to the
demand for U.S. construction services abroad, and U.S. contractors have accom-
plished a highly satisfactory performance record within the AID program.

It is our belief that such direct bilateral assistance is a far more effective means
of implementing U.S. foreign assistance policy than is the multilateral alternative.
Bilateral assistance ensures a greater degree of control over the end use of foreign
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assistance appropriations and tends to minimize the negative impact on our trade
accounts from the outflow of capital through the tying of procurement to U.S.
source and origin. The economic returns accruing from the U.S. AID program
should not be discounted, particularly in light of the present environment of budge-
tary austerity.

On the issue of non-U.S. bidding eligibility on U.S. Government financed construc-
tion projects abroad, AGC has adopted the following policy:

"AGC believes that all construction and engineering projects in foreign countries,
financed in whole or in part by any agency of the U.S. Government, be limited to
bona fide host country construction and engineering firms or bona fide U.S. con-
struction or engineering firms or a combination thereof."

With respect to Code 941 procurement policy, we recognize and acknowledge the
greater developmental considerations supporting the principle of untying; however,
we object to the policy for the following reasons:

1. Inequitable distribution of benefits among Code 941 nations;
2. Unfair nature of Code 941 ADC competition; and
3. Discriminatory impact on U.S. small business.
In the following consideration of Code 941 procurement, we have confined our

comments to the effects of the policy on the U.S. construction industry. We have
done so because competition in the construction program differs materially from
that in the AID programs devoted to the procurement of commodities or food.
Unlike the international commodity and food markets, which are relatively open,
competition in increasing sectors of the global construction market is becoming
closed due to the introduction of export subsidies and non-tariff barriers by princi-
pal trading nations, including several Code 941 advanced developing countries
(ADC's). Therefore, as we intend to illustrate, Code 941 procurement policy creates
competitive distortions which uniquely and disproportionatley impact the U.S. con-
struction industry.

1. INEQUITABLE DISTRIBUTION OF BENEFITS AMONG CODE 941 NATIONS

We understand that Code 941 procurement policy was developed during the early
1970's, and reflected the Nixon Administration's belief that the untying of AID
procurement to qualified Code 941 countries would accomplish a more equitable
distribution of benefits of U.S. foreign assistance. There is evidence that the various
benefits intended to accrue to the Code 941 nations through the untying of AID-
financed construction projects, such as training, capital formation and eventual self-
sufficiency, are not being shared equally among eligible nations. In fact, an analysis
of Code 941 participation in the AID construction program indicates that the policy
has accomplished little more than a skewing of the benefits to a very small number
of ADC nations. Since 1973, five major contract awards totaling $66.3 million have
gone to Korean contractors; and Korea, India and Taiwan have also been major
suppliers of equipment and material--current estimates of these sales are put at $25
million per year (for breakdown, see Appendix A).

While the success of the Koreans in the AID program might eppear substantial, it
is insignificant when compared to their overall accomplishments in the global
development markets, particularly in the OPEC nations. In 1978, Korean overseas
contract volume topped $6 billion, and projections for 1979 are in excess of $10
billion. Several other Asian ADC nations, including Taiwan, the Philippines and
Thailand, are also following the Korean overseas construction model (see Appendix
B). The $10 billion projection for Korea, which is almost three times the total AID
outlays for fiscal year 1980, suggests that they are no longer in need of the U.S. tax-
supported AID construction program.

It has been suggested that continued Korean participation in the AID program is
necessary due to a waning interest on the part of the U.S. and other Code 941
contractors. We submit that this waning interest comes about as a direct result of
Korean bidding eligibility. For many of the reasons identified in section 2 of this
paper, both the U.S. and Code 941 contractors have learned that competing against
a Korean firm is not worth the cost of bid preparation. This dominance of the AID
program by the Koreans reflects a level of capability which dramatically exceeds
the Code 941 norm. The guaranteed effect of continued Korean eligibility will be the
denial of opportunity to a more deserving category of nations.

This widening gulf of opportunity between the ADC and LDC nations was a
recurring theme during the fifth meeting of the United Nations' Conference on
Trade and Development (UNCTAD V) which recently concluded in Manila. The
division and frustration which characterized the proceedings prompted a member of
the U.S. delegation to comment: '"The advanced developing nations sooner or later
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must recognize that less preferential treatment for them would mean more benefits
could be passed on to the least developed countries." (See Appendix C).

Recommendation.-We submit that a reevaluation of the eligibility of certain
ADC' Code 941 nations is tantamount to the meaningful implementatsoli of the AID
program, not only from the standpoint of U.S. participation, but a'co for truly
qualified Code 941 countries as well.

1. UNFAIR NATURE OF CODE 941 ADC COMPETITION

The aforementioned success of the Koreans and other developing Asian nations
has not come about without vigorous levels of support from their respective govern-
ments. These supports vary from country to country, but typically take the form of
lenient tax treatments, outright financial subsidies, government control of competi-
tion, recruitment and training of labor, and restriction of labor supply (see Appen-
dix B). The Korean example is the most visible and by far the most effective of the
subsidy programs, and we will therefore confine our comments in this section to
Korea.

In the aftermath of the 1973 oil embargo, the Korean government became com-
mitted to a program of export expansion to meet the rising cost of energy. The most
efficient formule. was soon identified to be the export of construction and ergineer-
ing services to the OPEC development markets. While serving a brief apprentice-
ship as labor and trade subcontractors to U S. and European contractors in the
region, the Koreans proved to be a quick study in the categories of building con-
struction and civil works. Subsequent joint ventures with Western contractors even-
tually led the way to prime and turnkey contracts for several emerging companies.
It was at this point that evidence of government support and outright control
emerged. During this period, the Korean construction industry was undercapitalized
and under traditional competitive procedures would have found it impossible to post
the large bank guarantees (on-demand letters of credit) required for bid, perform-
ance and advance payment bonds on jumbo Mideast contracts tendered during 1975
to 1978. However, the Korean exchange bank interceded on their behalf and posted
unconditional counterguarantees to Western bank-led syndicates providing bank
guar-, tees for Korean contractors. (A list of these major syndicated guarantees is
attached, as well as a telex from Citibank, Seoul confirming the counterguarantee
mechanism on one of the syndicates-see Appendix D).

Furthe- evidence of government control over its contractors became increasingly
apparent, particularly in the area of export permits. As a particular project would
near the tender stage, contractors in the region would often enter into joint venture
relationships with foreign coun:erparts in order to minimize the risks associated
with the project. In several documented cases, U.S. contractors had entered into
joint venture agreements with Korean contractors. However, they soon found that
their partner was no longer interested in pursuing the work after another Korean
contractor became prequal:Ified to bid the san project as a single entity. When
pressed on the issue, the former partners re aled that their government had
denied them a permit needed to secure the necessary bank guarantees required to
bid the particular job.

In a meeting between a Korean construction delegation and the AGC, held in
Washington on October 23, 1978, the AGC officially protebted this practice on the
grounds that it was anti-competitive. Mr. Park Sung Bak, Director of the Overseas
Cooperation Bureau of the Korean Ministry of Construction, responded to the pro-
test by stating that the Government of Korea felt that such restrictive procedures
were necessary in order to avoid "ruinous competition between Korean firms." (See
Appendix E). During the same meeting, AGC questioned Mr. Park about the govern-
ment's restriction of the use of Korean labor to Korean firms. This practice was a-!o
confirmed and defended as being necessary to avoid labor shortages at home. This
involvement on the part of the government is augmented with several other pro-
grams designed to improve a Korean contractor's export competitiveness, such as a
50 percent corporate tax exemption, a total income exclusion for expatriate workers,
and a five-year tax holiday on exported construction materials. The government is
also involved in the recruitment and training of overseas construction labor, and
has reportedly converted several military bases into training centers. Korean Army
regulars are also offered early discharges if they sign up for overseas construction
pro'ects (see Appendix F).

There is also evidence that the Korean government supports bid collusion among
certain segments of its construction industry. Under what is reported to be direct
government supervision, approximately 30 Korean contractors have formed the
Korean Overseas Construction Corporation (KOCC). KOCC's formula for, success
(present contract volume in excess of $1 billion) involves the collective pursuit of
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work, including a central bidding office which farms out various portions of a
project to individual members of the association upon receiving an award. KOCC in
turn charges a fee of 1 percent of the net profits for its services.

The effect of these procedures has been the dramatic ascension of the Korean
construction industry from obscurity to global leadership in the short span of six
years. Competing against the Koreans on certain categories of work has become
futile; and on many recent projects, the competitive field has been comprised
entirely of Koreans ',ds was the case on the AID-financed Jordan Valley Projects).
There are also report from the field that the Koreans are now raising their prices
after gaining large segments of the market, suggestir c. that earlier projects may
have been dumped. We are presently gathering data on project awards spanning the
1975-78 period to determine if there exists hara evidence of dumping trends or
patterns.

Recommendation.--We sukr it that the subsidization of Code 941 source contrac-
tors by their governments is inconsistent with free and fair competition in the AID
construction program, and we recommend that AID terminate the procurement
eligibility o' any nation found to be engaging in such practices.

111. DISCRIMINATORY IMPACT ON U.S. SMALL BUSINESS

As the Administration continues to examine ways to improve our trade perform-
ance, considerable discussion has centered on the necessity of increasing the involve-
ment of U.S. small business in the export markets. Procurement under the AID
program constitutes an ideal entry vehicle for smaller firms in that the tied nature
of the program serves to insulate these companies from the highly competitive field
of international bidders. Upon penetrating a given market through AID-financed
work, U.S. exporters may then, 4't a much lower operating cost, explore additional
regional opportunities. However, if the presence of government-subsidized competi-
tion in the AID program persists, there will he limited or no opportunity afforded
' -. small business.
This commercial perspective of the AID program would recognizably lack support

in the purely developmental context; however, the consistent and increasing use of
.nixed credits on the part of the principal trading nations of the world lends
credence to this argument. U.S. cxporters are facing bidding situations where for-
eign courterparts are providing export financing which includes varying percent-
ages of grant-in-aid or highly concessionai interest rates. Eximbank is not empow-
ered, in any effective sense, to respond to such mixed credit competition, and
therefore, measures should be taken to ensure a substantial U.S. trade effect in our
existing foreign assistance programs.

Recommendation.-To better serve the interests of the U.S. small business com-
munity, AID should reevaluate the eligibility of subsized ADC nations and endeavor
to substantially increase its efforts in publicizing upcoming tenders, working in
closer liaison with the export promotional offices of the U.S. Department of Com-
nierce and the Small Business Administration.

Attachments.

APPENDIX A

Near East Bureau-Contracts by Code 941 firms (Korean only)

[In millions of dollarsl

Firm and project
Jordan: Loan

i. Shin Seung (Korean), Jordan Valley Village Development (buildings) ..... 14.0
2. Cho Suk (Korean), East Grnor Canal ................................... ................... 10.0
3. Cho Suk (Korean), Zarqa Triangle Irrigation ................................................ 4.5

Asian Bureau-Contracts by Code 941 firms (Korean only)

[In millions of dollarsl

Contract
rmount

Indonesia: 1. Hun Dai (Korean), Djakarta-Bogar Road ............................................ 33.2
Bangladesh: 1. KDC (Korean), Ashuganj Fertilizer ............................................... 4.6

Norr.-Vinnell (U.S ) bid against KDC on this contract and lost.

54-396 O - 80 - 15
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Korea, Taiwan and India have been major suppliers of equipment and materials
on AID funded work through Code 941 eligibility. Current estimates of annual Code
941 sales are put at $25 million per year.

APPENDIX B

[From Engineering News-Record, Nov. L, 197}[

INVASION Or THE MIDDLE EAST

COMPEIITIONS FROM DEVELOPING COUNTRIES--COMPANIES WITH GOVERNMENT
SUPPORT

A formidable new competitive force has put a whole new look on international
construction in the past few years.

International construction has become a significant source of income, a balance-of-
payments factor, for oil-buying countries around the world. For some developing
countries the use of construction to recapture petrodollars has become a matter of
national policy.

American, European and Canadian companies, which once dominated third-world
construction, have had Japan to compete with since its first forays into foreign
reparations projects following World War II.

Now, the United States, Europe and Japan have to compete with Mideast compa-
nies working beyond their national borders, with occasional Russian, Yugoslavian
and other eastern bloc venturers abroad, and most recently with the entry of
Brazilians into big-league overseas contracting.

But the toughest new contenders in the fight for construction contracts in the
Mideast, where most of the new business concentrates, are from Asian countries-
developing Asian countries.

Their impact on international construction is strikingly apparent but difficult to
quantify, f& it is constantly changing, and it varies, country to country. In an effort
to size up the situation as it appears today, ENR visited the Asian countries from
which the large and growing competition comes.

Japan-Population 113 million, gross domestic product $555 billion, per capita
income $4,960

It is useful to look first at Japan. Asia's most highly industrialized nation, it has
been building abroad 25 years.

A decade ago, Japan's giant firms-its Big Five-were variously involved abroad
and ready for a bigger push (ENR 12/11/69 p. 36).

Their work then concentrated in Southeast Asia. Taisei Construction Co. alone
among the Big Five had a Mideast office-in Lebanon.

Today there are 60 members of the Overseas Construection Association of Japan.
Inc. (OCAJI). A list published this year of their overseas contracts totals 46 major
jobs-almost half of them in Southeast Asia, with large concentrations m Malaysia
and Singapore. But there is a shift-certainly in the dollar volume of work-toward
the Mideast.

Takeo Atsumi, president of OCAJI (and chairman of Kajima Corp.), says associ-
ation members' pre-1974 foreign volume doubled in worth by 1975 with the oil price
rise. Growth has been constant ever since. By 1976, the dollar volume of Japanese
contracts in the Mideast outstripped the volume in Southeast Asia.

According to Atsumi, by 1977 Japanese contractors were doing about $3.9 billion
overseas, 49% of it in the Mideast, 36% in Southeast Asia.

In the Mideast, Iran accounted for 34 Japanese contracts valued at a total $235.9
million; Iraq, 20 contracts totaling $202.3 million; Kuwait, six jobs worth $56.5
million; Qatar, 11 worth $26.3 milhon; the United Arab Emirates, five worth $51.3
million; Egypt, nine worth $127.8 million; and Saudi Arabia, 16 worth $189.6 mil-
lion.

LIMlY ON GROWTH

The Japanese, with their $1.9-billion total of work in the Mideast were not
highest among the world's leading competitors there in 1977. In fact, they are
running a poor second to their neighbors across the Sea of Japan, the Koreans. 'The
Mideast is a difficult market for the Japanese," says Atsumi.

They suffer language problems overseas; relatively few of them use a second
language well. They also suffer the same high labor costs that impact Americans
and Europeans, making it uneconomic to take many workers abroad.

Unable to compete with the cheaper labor contractors, they've seen their steady
early growth of Mideast business slowed. They look to future high-technology proj-



223

ects as their best place to compete. Atsumi cites as an example Japan's great
strength in seismic design-and Iran's earthquake problems.

Taisei Corp., long a leader among Japanese builders abroad, has 10% of its
current backlog in overseas work, almost $500 million worth. But according to
Taisei president Hideo Sugasawa, their work has concentrated in such relatively
high-technology projects as a powerplant in Iraq and a steel mill in Qatar for
Japan's Kobe Steel. (On the steel mill Taisei subcontracted to Koreans.)

Construction, recently as much as 20% of Japan's GNP, has suffered domestically
along with the rest of the economy. Big construction companies, seeing their profits
squeezed by a low rate of capital investment, look to the government to trigger the
economy with its 1978 boost of 30 percent in public works s;pending.

They also keep looking abroad-and at "the remarkable progress" of the Koreans.
For a while, when Korean labor rates were 40 nercent of theirs, they looked for
Koreans as subcontractors. But now, says Taisei's Sugasawa, Korea's rates are up to
70 percent of Japan's; and the Koreans are precluded by their government from
subcontracting where they can compete as prime contractors instead.

Next April 21-22 (tentatively) OCAJI will host in Tokyo a third annual meeting
with the Overseas Contractors Association of Korea. OCAJI president Atsumi says
the two groups have been close and have enjoyed "a great deal of cooperation."

But the pronouncement out of last year's meeting that Japan's high technology
would be joined with Korea's skilled manpower apparently hasn't amounted to
much. The Koreans will meet again with the Japanese, but they also traveled
abroad last month to meet with Canadians and Americans, whose management
skills as well as technology they appear to prefer as more marketable.

For the purpose of this survey of international construction's Asian competition,
therefore, it is logical to look first at Japan, as the oldest in the fic id, the most
highly industrialized. But Japan is not the leader. Korea is.

Korea-Population 35.9 million, gross domestic product $25.8 billion, per capita
income $496

The Koreans pictured on ENR's cover this week are learning to be welders. They
are paid by Hyundai Construction Co., Ltd., to learn welding and another related
trade by going to school six hours a day for three months. It's only six hours a day
because t-e school runs two shifts.

After three months of schooling, these workers learn on the job in Korea for three
more months. Then, they are ready to be sent to the Mideast, where many observers
rate the quality of Korean construction as the best.

Hyundai training schools presently have over 1,500 students enrolled and will
turn out about 5,000 in a year. And Hyundai, Korea's largest constructor, is but one
of dozens of companies working overseas required by government decree to train at
least some of the manpower needed to staff their overseas work.

By the end of this year there will be 70,000 to 80,000 Korean workers abroad-all
but about 5,000 of them in the Mideast and almost all of them in construction. (See
"The Koreans are Coming!" ENR 3/31/77 p. 16).

With skilled, hardworking manpower its stock in trade, Korea's construction
industry captured $3.5 billion in overseas contracts in 1977, set $4 billion as its
target for '78, and passed the $6-billion mark at midyear. The 1979 goal is $10
billion.

This means that in five fast and furious years of competing abroad Korea is now
well ahead of Japan. And its $3.5 billion in foreign contracts in 1977-virtually all
Mideast-compared impressively with $6.1 billion worth won by U.S. contractors in
the Mideast that year.

Korea may be the only nation in history to have a construction industry with 70
percent of its volume overseas-this despite a domestic construction boom that's
keeping pace with an economy with growth estimated at 14 percent this year.

GOVIRNMENT SUPPORT

A Ministry of Construction watches over it all, policing and promoting. Construc-
tion exports have become an integral part of Korea's economic development, its
balance of payments and therefore its foreign policy. Mideast construction alone
more than covers the cost of oil imports. And, increasingly, constructors are ventur-
ing into lands where Korea lacks but wants diplomatic relations.

Korea's exports next year will total about $20 billion and half of that will be
construction.

Apart from their work in South Vietnam in the '60s, it all started abroad for
Koreans in 1973 when Sam Whan Corp. won a $24-million piece of road work
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between Jeddah and Khamis Mushayt, a job that wound up costing $30 million and
probably cost the Koreans money.

In those days, according to one Saudi hand, "the Koreans bailed out the Corps of
Engineers" by bidding near if not under its estimates, when Americans and others
were bidding well above.

Trying to get Americans into the picture, 'he Corps at the time encouraged joint
ventures, and Sam Whan found De Matteis Construction Co., New York City, for
the $206-million National Guard headquarters buildings at Riyadh.

Koreans have been taking hundred-million-doilar jobs ever since-most of them
lately as prime contractors.

Sensing now that much of Saudi's civil works program is done and seeing much
more architectural and sophisticated industrial work ahead, Koreans are now ac-
tively seeking American joint ventures in the Mideast (while being wooed to joint
venture with Canadians anywhere in the world).

ORGANIZED EFFORT

Korean Overseas Contractors Association (KOCA) executive vice president J. D.
Chung lists 122 companies licensed by the government to work overseas under an
Overseas Construction Promotion Law. Eighty-five are construction contractors and
80 of those actually have work abroad; six are consulting engineers; eight are in
electrical-telecommunications areas.

KOCA recommends contractors for overseas lictnses and then the Ministry of
Construction has a hand in deciding who qualifies for a specific project abroad. All
who are licensed are capitalized to at least $20 million. KOCA categorizes them as
to their financial capability, then, just as contractors anywhere, they must qualify
for and buy bid and performance bonds.

The big difference is that it's a government bank whose guarantee is needed. The
government therefore can control who bids any given job, can prevent more than
one Korean firm from competing from a given job, and can prevent subcontracting
or joint venturing where it would rather see a Korean as prime contractor. Bank
guarantees, once granted, are as good as the credit of the government.

With this kind of backing, Hyundai, the giant conglomerate of which construction
is the largest part, when frorr No. 278 to No. 98 last year with the biggest growth of
any on Fortune mr t.ine's ranking of non-U.S. corporations.

Miryung Constri in Co. has boomed from its beginnings as a bus company with
a small construction arm.

Samsung Co., another huge manufacturing conglomerate, is only now building
and flexing its construction muscle, having acquired Shinwon Construction and
Development Co. Ltd., last July.

The biggest, in order, after Hyundai include Dong Ah Construction Co., DaeLim
Industrial Co., Sam Whan, and Chin Hung International.

GANGING UP

And when no one of these companies is big enough to take the risk, Korean
Overseas Construction Corp. (KOCC) can move in. This is a private corporation
formed by 36 top Korean contractors. When KOCC bids and wins a contract (it has
won over $1 billion worth since 1975), it assigns or subcontracts the work to one of
its member companies and takes 1 percent of the proceeds from the job. This money
covers costs of bidding other jobs and prospecting for work in more risky areas, such
as Iraq or Nigeria.

The only apparent brake on Korean construction juggernaut is its ultimate limit
on nmanpower-particulariy engineers and managers. Construction labor is already
approaching short supply, and the government restricts its use abroad to Koreans
companies.

One industry source in Seoul told ENR that Korea can't possibly double its
overseas work, as projected, without spreading its managers to thin. Thus the
interest in joint venturing with Americans or others who will help them develop
managers.

Over 30 colleges in Korea teach engineering and they are now jammed with
students (42 students per profeusor, compared to 10 to 1 in the U.S.), all looking to
earn big money abroad. By one estimate there are 40,000 graduate engineers, but
too many of them are too new and inexperienced for overseas duty.

To help fill the need for managers and highly trained executives, Chung-Ang
University in Seoul has already put 680 men from 60 companies through an over-
seas construction managers program-a 200-hour after-work course (CPM, specifica-
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tions, legal shipping, Arabic)-flunking out another 150. Top executives get a 30-
hour course, concentrated into one Friday-to-Monday weekend.

As KOCA's Chung says, summing it up: "We have entrepreneurial spirit, good
labor, high productivity and government support."

Still in a state of war, South Koreans are a serious people. They smile a lot, but
they mean business.

Taiwan-Population 16.1 million, gross domestic product $17.3 billion, per capita
income $800

Stephen D. t,.htel, Sr., in Seoul on his company's business earlier this fall told

ENR: "These peopile [the Koreans] and the Taiwanese are the hardest working
people in the world." He was referring principally to domestic construction in the
two countries, but the description applies as well to their work abroad.

Americans in the Mideast rate Taiwanese close to the Koreans in productivity
and quality of work; Koreans rate the Taiwanese as major competitors.

The principal TaiwEnese competitor company is Ret-Ser Engineering Agency
(RSEA). Ret-Ser means Retired Servicemen; and RSEA, formed 22 years ago by the

governmert to provide training and jobs for veterans, still has over 7,000 armed
forces veterans among its 12,400 employees. About 1,600 are engineers.

Half of RSEA's work currently is overseas, and most of that is in Saudi Arabia.
Starting there with feeder roads and moving into highways, airports and onshore
and offshore naval facilities, the company has contracted for $620 million worth of
projects over the past three years, the largest of them in the $200-million range.

The company has an office and two highway projects in Jordan, and its president,
H. C. Yen, looks toward working in more places, including the United Arab
Emirates.

Second in size among Taiwan's constructors abroad is BES Engineering Corp.,
which won its first Saudi Arabian job-Jeddah sewers-in late 1975. By 1976 it was

bidding and winning jobs in the $40-million to $50-million range.
BES has succeeded in contracting to build industrial parks designed for Saudi

cities by Sinotech Engineering Consultants, also of Taiwan.
Taiwan Power C.. has the $153-million contract on a regional electrification

project-a job on which the Saudis rejected high European and Japanese bids.
New Asia Construction & Development Corp., among the leaders in domestic

construction in Taiwan, has a Jeddah office and a job to build an office building
there for the Saudi contractor REDEC. Earlier it set up a prestressed concrete plant
in Jeddah for RSEA.

Taiwan is a relatively high technology Asian country with engineers and con-
structors experienced in industrial plants, nuclear facilities and refineries, as well
as heavy, civil works construction.

As a nation, however, Taiwan is limited in the number of countries with which it
has diplomatic relations.

Philippines-Population 43.8 million, gross domestic product $17.5 billion, per capita
income $325

Filipino contractors are running to catch up with the Koreans. But by their own
estimate they are at least two years behind. They lack the organizational unity and
government support one sees in Seoul.

There are a few large Filipino contractors and some smaller oales now in the

Mideast, but they are still at the stage of working as subcontrac-ors. Construction &
Development Corp. of the Philippines (CDCP) is Southeast Asia's biggest contractor
and is into Saudi Arabia on two projects for more than $200 million. But on one it is
subcontractor to REDEC and on the other to Bin Ladin, both big Saudi contractors.

The Philippine government has taken steps to position its contractors more com-

petitively. In moves apparently patterned on Korean success, President Ferdinand
E.Marcos in June, 1977, set forth regulations to stimulate an "aggressive" overseas

effort, to fix tax credits and incentives, to control which contractors work abroad,
and to "avoid ruinous competition between [Filipino] contractors engaged in over-
seas construction." An Overseas Construction Board (OCB) was established in the
President's office.

But contractors say their government's help stopu short. A Philippine Foreign
Loan Guarantee Corp. backs commercial bank guarantees up to 70% in a form of
reinsurance. "Why not 100%?" says a Manila contractor. "That 30% could break
your back."

Two years ago, 23 companies jioined into the Filipino Contractors International

Corp. (FCIC) in an effort to emulate Korea's KOCC. FCIC is supposed to designate
which among its members will undertake a given job. It was to restrain competition,
but it doesn't, according to sources in Manila.
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Of 37 contractors certified by the Philippine Contractors Association to work
abroad and registered witl. OC3, 11 have jobs overseas, mootly subcontracts.

EXPORT STRATEGY

A government that long had an aggressive "people export" policy tries now to
push a "corporate export strategy," looking to add overhead and materials exports
to the receipts of foreign exchange from workers' remittances. The goal for this year
is over one-half-billion dollars.

An Overseas Employment Development Board (OEDB) formed in 1974 promotes
the "people export' program-people are the Philippines' fifth largest export. There
are 1.3 million Filipinos working in 102 countries today from stevedores and domes-
tic workers to nurses and doctors.

In the Mideast alone there are about 60,000. Over half of those are in Saudi
Arabia, where they are mostly doing construction or stevedoring.

Against a vigorous past program of encouraging the foreign hire of individual
workers, it has been difficult for Filipino contractors to hold onto their good work-
ers. They have been reluctant to run programs to train new workers, as one
contractor put it, "for Jones, Sundt, Brown & Root, Bechtel or some Korean."

Now, only contractors registered with the Bureau of Employment Services may
deploy construction workers overseas, and the Ministry of Labor can keep passports
from workers not employed by registered Filipino firms. So, the happy hunting
grounds foreigners had for skilled, English-speaking workers (and even Moslems
from Mindanao to work in MP-ca) is closing down. Americans and others needing
workers in the Mideast had betu.r come to Manila now looking for a partner, joint-
venturer or subcontractor. (So far, the recruiting restrictions apply only to the
Mideast.)

FCIC executive vice president Gregorio R. Vigilar says, "We can't compete with
the Americans [for our own workers] unless we ourselves go overseas." He looks
long range at all the operation and maintenance work to be contracted in the
Mideast as construction tapers off.

Vigilar says that on r. scale of 10, giving Koreans 10 and Taiwanese nine points as
the top two Asian contractors in the Mideast, Filipinos rate seven points and can
improve to eight points because of their knowledge of English.

Somewhere lower on his scale are the contractors from India and Pakistan.

India-Population 629 million, gross domestic product $87.8 billion, per capita
income $143

Harcharan Singh Dugal, four-term president of the Builders Association of India
(BIA) and second generation leader of his private contracting company in New
Delhi, speaks articulately of the strengths and weaknesses of Indian contractors in
the Mideast:

"India enjoys good will in the Gulf, partly for supporting displaced Palestin-
ians .... The Gulf States were once administered from Bombay. India has tradi-
tional, historical and proximity ties. .... India can export 1.5 million trained
technicians without hurting its home economy. Engineers come at one-quarter to
one-third the cost of U.S. or European engineers.... India can supply hardware,
steel, plywood, tiles, plumbing."

On the minus side, Dugal says Indian construction "still has no successful foreign
competitors, except for special items. .... Emphasis is still on labor intensive
construction. .... Time is limited if we are to cash in on the Mideast market."

Almost three years ago Dugal's BIA (India's version of the Associated General
Contractors) organized an Overseas Construction Council (OCC), headquartered in
Bombay. OCC lists general contractors and subcontractors approved for contacts
abroad. About 30 of them have contracts, according to Dugal. The total value of
work they do in the Mideast currently is reported at $125 million. Much of it is in
Iraq. (Beyond the Mideast, Indians do an interesting amount of work in Libya.)

STATE-RUN COMPANlES

Contracting-as other industries in India-has public companies as well as pri-
vate. The state-run companies have a definite edge in competition, for as a spokes-
man for one organization told ENR: "We can bid 0.1% for profit."

Large contracts won by public companies are sometimes divided and subcontract-
ed to private companies.

A given public company, such as Engineering Projects (India) Ltd., may be a
combine of manufacturing and construction units.
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Industrialized as it is, India has constructors experienced in steel plants, atomic
facilities, refineries, chemical and fertilizer plants and waterfront work. Those
companies, such as Products & Equipment Corp. and National Projects Construction
Corp., lay heavy stress on their ability to do turnkey work on industrial plants.
They stress their technology and want to supply their manufactured products more
than their manpower.

Still, other companies continue to seek jobs that are labor intensive to which they
can bring relatively cheap labor.

A recent government enforcement of a year-old decree increasing what Indian
workers must earn abroad is being contested by Indian contractors as diminishing
their main competitive edge. Doubling past rates, the new wages would put Indians'
pay above Koreans', according to the contractors protesting the move.

Indian manpower goes abroad in huge numbers whether or not Indian construc-
tion contractors succeed. Remittances from 3 million Indians abroad are a big factor
in improved balance of payments.

Contractor Dugal in New Delhi sums it up for India's contractors: "The opportuni-
ty is large; we have the skills; but the competition is tough."

Pakistan-Population 72.4 million, gross domestic product $11.5 billion, per capita
income $149

For construction in Pakistan, overseas means the Mideast, but it is still mostly
ind: ual workers, and not so much construction contractors, that go abroad.

cin i: e-year-old public company, National Construction Co. (Pakistan) Ltd. (NC),
;e , its overseas operations in Abu Dhabi, where it mas done major work. Its
t}g;et liaim to fame is its $166.7-million joint venture contract with George A.

',lie- '., New York City, on the Peace Hawk project of the Royal Saudi Air Force.
knc r Aer public company, Mechanized Construction of Pakistan, has had projects

nrV-: ,..ng about $100 million in irrigation projects in Iraq.
T'wo other Pakistani companies working abroad-Gammon Pakistan Ltd. and

Conforce Ltd.-round out the list. In total, Pakistanis claim over $500 million in
cortracts.

So, Pakistan, with a large population that includes skilled construction workers as
well as engineers, is trying with some success to compete for construction businesb.
It is, more significantly, a big source of West Asian workers for the Mideast,
Moslems eager to visit their holy cities in Saudi Arabia, and to earn that big
overseas pay.
Thailand-Population 4X million, gross domestic product $15.: billion, per capita

income $S18
This Asian country is supplying good construction workers, but has not yet won

any construction contracts. However, it shouldn't be long before it does.
The planes heading west out of Bangkok can be as full of uniformed construction

workers as those from Manila, Taipei or Seoul. The Thai government estimates
there are already 40,000 Thais in the Mideast, and they are mostly in construction.
Industry sources say over 1,000 workers fly westward each month, many who have
been recruited by U.S. companies.

Last month, following many months of discussion, members of the Thai Contrac-
tors Association incorporated a $5-million combine organized to undertake $50
million worth of work and sent a delegation to the Mideast to look for jobs to bid.

Thailand has the same strength in construction as the Philippines and Korea,
thanlk to the presence of the American military in years past.

To a significant extent, therefore, out of Asia to compete in the Mideast come a
number of construction organizations, as well as individual workers, that were given
their starts by Americans.

They're a new power to be reckoned with in international construction.

APPENDIX C

(From Time, June 18. 19791

Lass DEVLoOPED, MoRE DIVIDED

THL LDC's LOWER THEIR XPUCTATIONs FOR A NEW ECONOMIC ORDER

(United by poverty, Third World nations have long called for a "new international
economic order"-a grand transfer of wealth, resources and economic decisionmak-
ing power from the industrial countries to the poorer lands. But lately, changes
among Third World members have divided the once harmonious group into a
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company of often competing soloists. The divisions were apparent in Manila at the
fifth meeting of the United Nations Conference on Trade and Development
(UNCTAD V), the forum where the developing countries present their complaints to
the wealthier nations. After a month of sometimes heated dialogue, the conference
ended last week in division, indecision and frustration. Time's liong Kong Corre-
epondent Ross H. Munro reports.)

The past quarter-century of uneven growth and the recent meteoric rise in oil
prices have made the Third World a more disparate group of nations than ever. For
many of them, the catchall appellation of less-developed countries (LDCs) has
become outdated or at least incomplete. New subclassifications have become neces-
sary: advances-developing countries and east-developed countries; socialist LDCs and
neocapitalist LDCs; non-oil LDCs and OPEC LDCs.

Such rapidly industrializing, fairly affluent and capitalistic countries as Singa-
pore, Taiwan, South Korea and Malaysia have totally different problems and prior-
ities from many dirt poor and authoritarian African nations. Although the LDCs
presented a facade of commonality on the floor of the conference, their changing
interests were obvious. Calls for a new economic order were often ignored by the
advanced-developing countries.

Also the growing rift between oil haves and have-nots widened further at the
conference. Recent oil price increases will swell the colle-tivre current-accounts
deficit of the non-OPEC LDCs this year by $5 billion, to a total $57 billion, and
additional raises will grossly enlarge the gap. The Costa Rican delegation mustered
some support from other oil-deficient Latin American countries for its proposal that
OPEC consult with the importing LDCs before it raises prices again. But African
and Asian delegations sqelched the resolution partly oit of fear that the OPEC
nations might reduce their aid to any country daring to c!allenge them.

Since UNCTAD last met in Kenya three years age, several Latin American
governments as well as Sri Lanka, India and others have moved toward more
reliance on free market economics. A resolution calling for the industrialized na-
tions to cancel or suspend debts of the LDCs was quietly suppressed by some of the
capitalistic advanced-developing countries. Although the U.S. had already written
off $500 million in debts owed by 15 of the poorest nations, ADCs like South Korea,
Singapore and Brazil have feared that any further write-off would make them
appear to be poor credit risks and that international lenders might push up interest
rates or hold back on future loans.

There have also been second thoughts about a world commodity fund to stabilize
prices by buying when prices fell and selling when they rose. Delegates of many
commodity-producing LDCs argued that such a resolution would help the developed
countries more than the undeveloped L.cause some 60% of all commodities and raw
materials orginate in five developed countries: the U.S., Canada. the Soviet Union,
Australia and South Africa.

Many Third World nations discovered common ground on the subject of protec-
tionism. One speak after another attacked the West's "new protectionism" of
quotas, marketing agreements and restrictions against the developing countries'
textiles, television sets and other products. An additional resolution called for the
Soviet bloc to lower its more rigid protectionist barriers. Delegates from many of the
LDCs said they were tiring of the Eastern Europeans' illogical clpims that 'hey
cannot be accused of protectionism because their centrally directed socialist govern-
ments simply ban unwanted goods.

The poorest nations, including Chad and Afghanistan, called for more help frcm
the richest countries. But delegates for those industrial nations felt the advanced-
developing countries must also be willing to help. Their argument was that as the
ADCs prospered they should not only lower their own tariffs against the least-
developing nations but should also give up some of the special tariff preferences
they receive from industrial countries. Said one U.S. delegate about the conference:
"The advanced-developing nations sooner or later must recognize that Icas preferen-
tial treatment for them would mean more benefits could be passed on to the least-
developed countries."

The overall mood of the conference was disappointment. Fortunately, most na-
tions backed a resolution calling for substantially increased aid to the 30 poorest
countries; two-thirds of them are in Africa and others include Haiti, Bangladesh,
Laos and Yemen. Sometimes described as Fourth World or "basket cases," they
constitute still a further division among the developing nations-and a growing
problem that the rest of the world will have to address.
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(Telegraml

AssOCIATED GENERAL CONTRAcTros oF AMERICA,
INTERNATIONAL CONSTRUCTION,

Washington, D.C., June 7, 1979.
K. S. LEE,
Citibank,
Seoul, Kore.

DEAR SIR: Citibank New York advises that you might be able to confirm Korean
Government guarantee of June 1978 letter of credit syndication for Hyundai, Inc.
(amount: 300 million U.S. dollars).

Please advise as soon as possible.
Regards,

GEORGE E. STOCKTON,
Director.

[Telegram]

CITIBANK,
Seoul, Korea, June 8, 1979.

Mr. GEORGE E. STOCKTON,
Directo., International Construction.
Associated General Contractorn of America, Washington, D.C.

DEAR SIR: Citicorp International Group (Citibank and APCO) organized and made
a USD300 million (equal in Saudi Riyal)--syndicated bond guaranty facilities for
Hyundai Construction Co., Ltd. around June 1978. Korea Exchange Bank Counter
Guaranteed.

Regards,
K. S. LEE.

APPENDIX e

(From Engineering News-Record, Nov. 2. 19781

KOREAN-AMERICAN CONFRONTATION

Traveling Korean contractors, visiting at the Associated General Contractors of
America (AGC) in Washington, D.C., last week, expressed interest in joint venturing
with Americans abroad. They don't see themselves operating in the U.S. as previ-
ously reported (ENR 10/12 p. 3), but they wouldn't turn down any good deal. A good
deal in their view is a oint venture that helps them qualify to bid a job or adds to
their management and technology capability in doing the work. AGC members
expressed concern about loss of a Korean joint venture partner precluded by his
government from joining in competition against a Korean company bidding alone.
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Mr. FISHER. We are going to have to recess the meeting for a few
minutes and ask you just to stand by.

[A brief recess was taken.]
Mr. GUARINI. Mr. Carlson, we thank you for your testimony. I

understand the chairman will have no further questions to ask of
you. Your statement will be noted by the rest of the committee
members.

The Chair wants to thank you for having given your testimony.
Is there anything you would like to add to the record other than
what you have said?

Mr. CARTON. Probably just a philosophical summary.
A lot of us are trying to increase American exports to return a

few of the dollars floating around abroad. We really have a frag-
mented Government process. It doesn't give us any help. It hinders
us greatly.

There is a lot of promotion to encourage us to go overseas. But
when you get out there in a boat trying to do what you think is
right, all of a sudden you realize that you are left all alone. The
Government is not there to help you. It has passed all these meas-
ures to hinder you.

Our industry values its independence. The array of help that the
other governments give to their exporters is really overwhelming.
The figures speak for themselves. We have been practically kicked
out of Saudi Arabia in the last 4 years. The Saudis like us but we
are not competitive any more. It gets back to Government pro-
grams.

Personally, rather than the Government preaching to us that we
have to go overseas, I would like to see them ask a few questions of
how it really is out there and what they can do to help the
situation.

Thank you, Mr. Chairman.
Mr. GUARINI. Mr. Carlson, besides cutting redtape and giving

them all the help they need, is it a matter of financing as well that
the other governments do that creates a better atmosphere for
trade?

Mr. CARUON. Yes. You see, the average foreign construction
company is owned by the banking system of the country, whether
it is Germany or Japan. We are independently owned. Our employ-
ees own our company. You compete against a German or Japanes;e
company and you are really competing against the German bank-
ing system and the German Government or the Japanese Govern-
ment.

The same way with the Korean system. The sad fact is that we
have to havte what we call performance guaranties which is a
banking system device. The last large Korean performance bond of
some $300 million was guaranteed by an American bank with the
bank guaranty from the Korean National Bank.

I am not saying that we all of a sudden should belong to the
Government .nd go over there as a unified force. But we have to
have some kind of mechanism to get us in the area of competitive-
ness.

The overseas taxation of Americans-and this committee han-
dled it-was unbelievable. The initial law that came out, actually
made it paoible for an American to pay more tax than he was
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given in cash by his employer. We got that straightened out. We
got great understanding from this committee and the Congress.
Now it is held up over at Treasury.

In their view of regulations, they are trying to maximize a disap-
pearing pie over there instead of putting us in the ball park of
competitiveness. We still think we should be taxed over there.

The German or Japanese working overseas is not taxed at all.
We think with our approach and the spirit of enterprise and how
we go about things we can be competitive if you will get us within
striking distance.

We do get a hearing from Congress. I am very encouraged by
that. But when you get to the jungle at the other end of the street,
we don't have a chance. That is why we are asking for one single
lead organization for international trade with the responsibility to
look at what each action will do to all the policies.

That is basically my personal philosophy. The antibribery is
another thing. It is just unbelievable.

Mr. GUARINI. Thank you, Mr. Carlson. You make your point
well. We thank you for being here.

The Chamber o, ';. nmerce of the United States, Ronald Daniel-
ian, Chairman of the Government Organization Subcommittee of
the International Service Industry Committee.

Would you please come forward?
Mr. Daniellan, do you want to introduce the people you have

with you? Anytime you are ready we would appreciate it if you
would start making your presentation.

STATEMENT OF RONALD DANIELIAN, CHAIRMAN, GOVERN.
MENT ORGANIZATION SUBCOMMITTEE OF THE INTERNA-
TIONAL SERVICE INDUSTRY COMMITTEE, CHAMBER OF COM-
MERCE OF THE UNITED STATES, ACCOMPANIED BY HOWARD
WEISSBERG, DIRECTOR, INTERNATIONAL TRADE POLICY
COMMITTEE, AND GORDON CLONEY, DIRECTOR FOR SPECIAL
POLICY DEVELOPMENT
Mr. DANILIAN. Thank you.
On my right is Howard Weissberg, director of the International

Trade Policy Committee, and on my left is Gordon Cloney, director
for Special Policy Development of the U.S. Chamber of Commerce.

I am Ronald Danielian, executive vice president and treasurer of
the International Economic Policy Association. I serve as chairman
of the Government Organization Subcommittee of the Chamber's
International Service Industry Committee.

I have an oral statement here which I will read. It is an abbrevi-
ated version of the full statement which I hope can be included in
the record.

I also have a list of the members of the International Service
Industry Committee.

Mr. GUArNI. All right. That will be included in the record.
Mr. DANiLmuAN. The committee has heard the national chamber

recommendations relating to reorganizing the international trade
and investment function of the Federal Government.

I will comment on considerations specifically related to service
industries which deal in what are commonly called invisibles-that
is, intangible products such as advertising, accounting, banking,
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insurance, air transport, lodging, licensing, leasing, franchising,
finance, construction, computer services, engineering, consulting,
communications, data transmission, shipping, motion pictures, and
others. These service industries together have provided us with a
surplus of $23 billion in our balance of payments accounts in 1978.
They account for over half of our GNP and employ 7 out of 10
working Americans.

One of the fastest growing sectors in our international trade is
services auid we must maintain its momentum. The U.S. Govern-
ment imust concentrate its efforts on helping U.S. service exporters
to overcume Government hindrances, including nontariff barriers
l.nlitirn, our markets abroad. We should take a positive approach
i.l helping the United States earn foreign exchange through the
sale of services with programs which will give U.S. business and
labor a fighting chance over foreign competition in world markets.

From the perspective of the service sector, congressional efforts
to bring order and direction to our Government's numerous agen-
cies and programs that related to international trade and invest-
ment are commendable. Policy concern over service industries was
a stepchild m international trade until 1974 when the Congress
first recognized the importance of service industries by including
them in a number of specific provisions in the Trade Act of 1974.
However, with the exception of that legislation for coherently deal-
ing with U.S. participation in the Multilateral Trade Agreements,
the executive branch has no central focal point to deal with the
myriad of external economic issues affecting the well being of
service industries.

Over the past 30 years, as the service component within our
foreign trade grew, an unbroken string of services account surplus-
es was generated. At the same time, U.S. service industries have
invested abroad. Five years ago the last available U.S. Government
estimate put the value of overseas sales by the foreign branches
and subsidiaries of U.S. service industries at about $50 billion, and
since then the figure has probably doubled. But our industries are
meeting increasing competition abroad and are receiving minimal
or no support from the U.S. Government. For the moiment we are
No. 1 in invisibles, but our position is not without challenge. Be-
tween 1969 and 1976 our share of world invisibles trade receipts
fell by one-fifth, from 25 percent to 20 percent. We face strong
competition from industrialized countries such as Japan, Germany,
and France and advanced developing countries such as Brazil and
Korea. Our competitor nations do a better job of recognizing, pro-
moting and defending their international service industries. These
governments have recognized what we have tended to take for
granted: the major and growing role services can play in their
international economic activities. In the United Kingdom and
France, for example, service industries enjoy encouragement and
support equivalent to that given to the manufacturing sector.

Furthermore, U.S. service industries in world markets face dis-
criminatory treatment and unfair trade practices, including the
subsidization of other countries' service industries entry into for-
eign markets, including the U.S. market. But in the face of this,
there is no U.S. Government focal point and only minimal involve-
ment in pursuing international agreements on procedures for han-
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dling service trade problems and a general lack of progress in
agreeing on international standards for the treatment of service-
related foreign investment. This lack of an institutionalized focal
point makes dealing with other governments on such service issues
a difficult proposition.

We are also up against our own disincentives to the export of
services which run the gambit from the problems encountered with
the revisions in section 911 of the Internal Revenue Code to the
problems surrounding the Foreign Corrupt Practices Act and U.S.
antiboycott legislation. It is interesting to note in this regard that
World Business Weekly, published by the Financial Times of
London, reported in its August 6-12, 1979, issue that the U.S. share
of construction contracts in Saudi Arabia has fallen from 9 percent
of the $10 billion awarded in 1975 to only 3 percent of the $23
billion awarded in 1978. And it was further repo-ted that in the
past year U.S. contractors' share of the $20 billion in infrastruc-
tural projects supervised by the U.S. Army Corps of Engineers has
dropped by 35 percent to only 5 percent '"ith these kinds of
figures in mind, it is no wonder that we ..re lsing our market
share in the growing international service industry pie.

With this as a backdrop, and with your committee's responsibili-
ty for reviewing and approving any major changes that may be
made in the U.S. Government structure for dealing with interna-
tional trade and economic issues, I would like to offer some specific
suggestions based upon discussions that our committee has had
with the U.S. Department of Commerce, the Office of Management
and Budget, and among ourselves on what is really needed in this
service area.

One, the legislative history must make it clear that services are
included in any reorganization and that terms such as trade, com-
merce, and industry include m their definitions set vice industry
considerations unless specifically excluded.

At the present time, except for title IX of the Trade Agreements
Act of 1979, the word trade or commerce has not been defined in
U.S. laws to include service industries. It is always assumed it
covers goods industries.

Two, the record should establish that the inclusion of service
industries and their recognition is, in principle, to be pervasive in
practice. Additionally, the Congress should stipulate that attention
should be given to services at the highest Executive policymaking
levels, an Assistant or Deputy Assistant Secretary level. Services
must be recognized in all components of international trade and
investment. This would include promotional and incentive pro-
grams designed to expand our foreign commerce and those pro-
grams which defend the existing position of the U.S. economy
against unfair trade and discriminatory practices, including multi-
lateral and bilateral trade negotiations, the dispute settlement
process, international investment decisions, et cetera.

I might add here that the schematic diagram that I believe this
committee has of the proposed trade component of the Department
of Trade and Commerce does have a small service sector but it is
relegated somewhere down in the bowels of one of the sections of
this Department of Trade and Commerce. It does not have a suffi-
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cient critical mass to give it any influence in making and guiding
policy.

Three, the Congress must require annual reports on overall prog-
ress relative to international problems with U.S. service industries
so that continuing oversight on the executive's diligence in this
area can be exercised by the appropriate committees.

Four, for oversight and policy development purposes, including
coordination, monitoring, data and research development, there
must be a specialized and highly visible group within the govern-
mental structure, in the Commerce Department or its successor
agency, which has the needed manpower and financial resources to
stay on top of international service industry issues. This group, as
mentioned before, could be headed by an Assistant or Deputy As-
sistant Secretary.

This last is a most important point, Mr. Chairman, because we
cannot afford to continue to have service industry problems and
issues subjugated to the more traditional concepts of trade in
goods. The last large sector in our international accounts to be so
subjugatei to traditional trade interests was agriculture. If you will
recall, back in the sixties at a time when agriculture was an
important but not an enormous part of U.S. foreign exchange
earnings, the problems surrounding that commodity in internation-
al trade were subjugated in reaching a Kennedy round trade agree-
ment in the export of nonagricultural products. Over the last 12
years we have suffered for that oversight.

My point is that services, which in balance of payments terms
constitute one-third of our trade, must not suffer the same over-
sight. However the reorganization is finally structured, we hope
the Congress will insure that services are at the forefront of execu-
tive attention.

Thank you, Mr. Chairman.
[The prepared statement follows:]

STATEMENT OF THE CHAMBER OF COMMERCE OF THE UNrrED STAT8S

I am Ronald Danielian, executive vice president of the International Economic
Policy Association and chairman of the Government Organization Subcommittee of
the National Chamber's International Service Industry Committee. Accompanying
me is Mr. Gordon J. Cloney, director for special policy development of the National
Chamber.

The Committee has heard the National Chamber recommendations relating to
reorganizing the international trade and investment function of the Federal Govern-
ment.' I will comment on considerations specifically relating to service industries.
These industries deal in what are cften called "invisibles"; that is intangible prod-
ucts such as advertising, accounting, banking, insurance, air transport, lodging,
licensing, leasing, franchising, finance, construction, computer services, engineering,
consulting, communications, data transmission, shipping, motion pictures and
others.

From the perspective of the service sector Congressional efforts to bring order and
direction to our government's numerous agencies and programs that relate to inter-
national trade and investment are commendable.

In contrast to some other nations our present structure might be construed as
having substituted confusion for cohesion. The conflict and at times collision of
bureaucratic baronies suggest a lack of rational direction in our international
commercial relations. These circumstances deny U.S. business and U.S. labor the
full benefit of the income and employment which international commerce might
bring.

'Statement on Government Reorganization for Trade before the Subcommittee on Trade of
the House Ways and Means Committee for the Chamber of Commerce of the United States by
Irene W. Meister; Sept. 6, 1979.
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As you deal with the need for improved organization it is important that the
needs of the service sector be fully recognized and addressed in whatever structure
you finally design. This is not the case at present. The emergence of a U.S. economy
dominated by services has escaped policymaker3' perceptions.

It is common to call ours a service-oriented economy. The American people
produce and consume both goods and services. Seven out of every 10 working
Americans are employed in the service sector. About 65 percent of the GNP is
service-derived. Since World War II the most intensive growth within the American
economy has been in the services sector. This has also been reflected in the growing
role of the invisibles in U.S. foreign commerce.

Last year U.S. services account trade, w-'ch includes U.S. exports and imports of
service industry products as well as direct investment flows, fees and royalties,
totaled about $129 billion or 30 percent of all U.S. trade. Moreover, the services
account produced a $23 billion surplus, an important offset to the $34 billion deficit
suffered in merchandise trade. Viewed in another way, were it not for the services
account surplus, last year's balance of payment deficit would have been several
times larger than it was.

Over the past 30 years, as the services component within our foreign trade grew,
an unbroken string of services account surplus was generated. At the same time,
U.S. service industries have invested abroad. Five years ago, the last available U.S.
government estimate put the value of overseas sales by the foreign branches and
subsidiaries of U.S. service industries at about $50 billion. Since then the figure has
probably doubled.

In sum, the U.S.: (1) has the largest domestic service economy, (2) has the largest
service labor force, (3) is the largest importer and exporter of services, and (4) is the
largest foreign investor in services.

For the moment we are number one in invisibles. However, our position is not
without challenge. Between 1969 and 1976, our share of world invisibles trade
receipts fell by one-fifth, from 25 percent to 20 percent. Our service industries face
strong competition from industrialized countries such as Japan, Germany and
France; and advanced developing countries such as Brazil and Korea are also
making inroads into international service markets. Domestic sectors are strengthen-
ing almost everywhere overseas. One of the challenges faced by U.S. service indus-
tries abroad is simply growing competition.

A second part of this challenge comes from service industries in competitor
nations whose governments, using internationally acceptable practices, do a better
job of recognizing, promoting and defending their international service industries
than we do. In other words, these governments have recognized what we have
tended to take for granted: the major and growing role services can play in their
international economic activities. In the U.K. and France, for example, service
industries enjoy encouragement and support equivalent to that given the manufac-
turing sector. In Japan, the service sector has already experienced such phenomenal
growth that today Japan is the second largest service economy. It is simply a matter
of time until Japanese service industries penetrate international markets with the
same determination they have used in capturing merchandise markets. An impact
upon some of our international service industries equal to that which the Japanese
had upon the electronics industry is not inconceivable. Japanese efforts already are
underway to strengthen strategically important services and to form a national
strategy for increasing international trade in services such as communications,
engineering and construction.

A third part of the international challenge faced by U.S. service industries in
world markets comes from industries in competitior nations that employ unfair
trade practices and discriminatory treatment of foreign investment. In some coun-
tries law or discretionary administrative procedures "slow" the entry or impede the
operating efficiency, and hence competitiveness, or the foreign service firm in their
market. In other cases, particularly in less developed countries, it may simply be
made impossible to export a service to the country or to produce it locally via an
affiliate or subsidiary. Some countries subsidize their service industry's entry into
other markets including the U.S. market.

The total absence of international agreement on procedures for handling service
trade problems and the general lack of progress in agreeing on international stand-
ards for the treatment of foreign investment makes dealing with other governments
on such service issues a difficult proposition. This is particularly so when one
recognizes that the U.S. government itself has only just begun to recognize the
importance of the services to our foreign commerce.

In approaching the question of how to reorganize the federal agencies that deal
with international trade and investment, it is crucial that service industries be "in"

54-396 0 - 80 - 16



238

whatever new structure emerges. The Administration's proposals for reorganization
do not address this concern in specific terms. In contrast, much to Congress' credit,
the major legislative proposals for reorganization do provide such recognition in
clear terms.

It is important to bear in mind that service industries share the concern common
to U.S. business over the state of our trade and investment structures. It is also
important to realize, however, that the perspective is different than that of manu-
facturing and agricultural industries.

Manufacturing and agriculture have at least been the recognized focal points for
attention within the existing disjointed system. And they seem to feel that it has
serious weaknesses. In contrast, service industries have never been of primary
concern, and most have not been of secondary or tertiary concern, within the
present system.

There s at best a vestigial executive branch "constituency" for service industries.
Traditionally our policymakers show no customary disposition to think in terms of
service industry interests or problems, or whether these differ from those of manu-
facturers or the agricultural community.

The absurd fact that a sector the size and international importance of the services
should have been an orphan in Washington is not limited to the structure of
departments which are now involved with our foreign commercial policy. It is also
evidenced in theoretic studies of governmental international organization. For ex-
ample, both the Murphy Commission Report and the Williams Commission Report
overlooked the entry of the U.S. service sector in our foreign commerce and thus
never considered the fact that it was commonly ignored by policy processes.

Permit me to offer but a few concrete illustrations from among many I could cite:
Though U.S. services may suffer from import competition, the trade adjustment

assistance provisions of trade legislation are not available to service producers.
The Webb-Pomerene export promotion provisions do not apply to services.
D.I.S.C. legislation is applicable to only two service industries.
The export promotion programs of the Commerce Department ignore most serv-

ices.
The data collection mechanism of the U.S. governmcnt is not organized to concen-

trate on service flows.
Other government programs to facilitate exports, such as the Export-Import

Bank, refuse to assure that certain U.S. services have a competitive chance to bid
on services business related to Exim transactions.

The first formal recognition of "services" in Washington did not come until the
1974 Trade Act, and this was clearly and without question a Congressional initia-
tive. You created the authority to negotiate reductions in barriers to services trade
and gave the President an arsenal of legislation to deal with service problems. We
in the U.S. international service sector commend your initiative.

Little was accomplished with these authorities in the MTN which is but one more
example of services failing to capture policymaker attention. In attempting to define
this mandate and determine negotiating parameters, it was necessary to refer the
matter to a White House interagency task force chaired by the Secretary of Com-
merce. This group proceeded to review in some detail the position of U.S. service
industries in foreign commerce and the inadequacy of the present governmental
structure for dealing with them.

In a massive 1976 Report ' the task force concluded that:
Services are now of major importance in U.S. foreign commerce and their in-

creased future importance to U.S. economic health and growth is an "inescapable
fact."

Governmental abilities to adapt and respond to this fact have lagged as interna-
tional economic policy formation and related programs "have been almost exclusive-
ly focused on goods, not services."

A few governmental programs deal with certain service industries while others
receive virtually "no specialized analysis or policy attention."

There is a need to create a coordination point in government for dealing with
international trade and investment matters relating to services.

Government agencies involved with trade and investment should increase the
resources allocated to "the now under-represented analytic and policy resources
applied co service trade and investment."

The 1976 Report thus confirmed the international importance of services and
proposed policy response, coordination, and generally improved effort to deal with
service industry trade barriers and with distortions to service trade and investment.

'U.S. Service Industries in World Markets-Current Problems and Future Policy Development,
U.S. Commerce Department, Washington, D.C., December 1976.
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The report did not examine the place of services in U.S. trade promotion. This is,
however, deficient as well. In a 1978 report the House Committee on Government
Operations released a follow-up to its Twentieth Report on the Effectivenes of the
Export Promotion Policies of the Departments of Commerce and State." One of the
conclusions was that: "Commerce has not devoted sufficient resources to the promo-
tion of U.S. services, such as construction projects and architectural and engineer-
ing design and feasibility studies, which have an important multiplier impact on
export expansion" (page 2).

And the recommendation was made that: "Commerce should give greater priority
to the promotion of U.S. services, in particular those services which have a multipli-
er effect on export activities, such as construction projects, architectural and engi-
neering design work and feasibility studies" (page 3).

This report also contains an interesting example of this problem which is appen-
dixed.'

Thus, as these references suggest: (1) service industries and the invisibles in
general should be given the kind of policy attention by our foreign economic
policymakers that is given manufacturing and agricultural sectors, (2) the expansion
of U.S. service industries into foreign markets should be given a priority within
government promotional programs and incentive systems that is equivalent to that
now given to the other sectors and finally (3) service industries also should have
equivalent government attention in dealing with problems such as subsidized com-
petition, unfair trade practices, non-tariff barriers, investment barriers and proce-
dural discrimination which manifest themselves in many foreign markets.

In conclusion I would like to offer six suggestions for any legislation or executive
reorganization which this committee may approve to streamline, coordinate and
make our government's foreign commerce related functions responsible and effi-
cient.

1. The legislative history must make it clear that services are included and that
terms such as trade, commerce iand industry include service industry considerations
unless specifically excluded.

2. The record should establish that the inclusion of service industries and their
recognition in principal is to be pervasive in practice. The record should establish
the mintent of Congress to be (a) that attention is given to the sector at the highest
executive policymaking levels and (b) that services be recognized and taken into
consideration in all component international trade and investment functions at the
operating level. This would (a) include promotional and incentive programs, de-
signed to expand our foreign commerce and (b) would include those programs which
defend the existing position of the United States economy against unfair trade and
discriminatory practices including multilateral and bilateral trade negotiations,
dispute settlement processes, international investment discussions, etc. This latter
must be stressed. As a major portion of service industry income comes from overseas
investment, a reorganized foreign economic policy establishment must deal with our
international investment activities no less than our trade activities.

3. Annual reports on overall progress relative to dealing with U.S. service indus-
tries in international commerce might also be required to assure that concerted and
continuing efforts are made by the executive to achieve the stated objectives.

4. While the thrust of these recommendations is to encourage the full integration
of service issues throughout our government's international economic structure,
there is also the need for some specialized overall sectoral analysis and policy
coordination. Thus, the record might recognize the need for a service industry
bureau or division at the assistant secretary level with sufficient resources to carry
out a monitoring, policy coordinating, data and research development function. The
Commerce Department has begun to develop such a capability. However, it needs to
be strengthened in terms of manpower and other resources. It also must have
subcabinet level access for purposes of input into policy.

As the program of work for such a service division would be a function of how the
system is reorganized, it is not possible to offer specific recommendations now.
However, as a reference material, I append an April, 1979 memorandum sent by
Mr. Cloney to Assistant Secretary of Commerce Weil.' This suggests work param-
eters for the inter-agency coordinating committee for international services recom-
mended in the 1976 Inter-Agency Study. It is possible to infer from it areas of
concern to such a services division or bureau.

5. The idea of establishing an inter-agency coordinating committee on services, as
suggested by the 1975 Commerce Department study, mentioned earlier, should be

'Committee on Government Operation, Effectiwenew of the Export Promotion Policies and
Progums of the Departments of Commerce and State: Follow Up Report March 14, 1978.

' See Appendix A.
' See Appendix B.
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considered. The merit of this, however, obviously depends on the final shape the
reorganization of government takes.

6. The Congress must continue to provide firm leadership in addressing service
industry needs in reorganization, just as you did in 1974 when you provided such
recognition for services in the trade negotiating authorities in the Trade Act of
1974.

As stated at the onset of these comments, the question of reorganization of our
government agencies dealing with foreign trade and investment is an essential step
in streamlining and increasing effectiveness in this part of our federal government.
We have learned the hard way that simply creating new government agencies is an
easy, but not necessarily meaningful, way of improving matters. What counts from
the perspective of U.S. service industries is the most efficient, responsive and
effective mechanism, and, that the service sector is formally in the picture. However
you proceed to structure this reorganization it is important that the growing role of
the service sector be recognized and that provisions be made to incorporate its
interests and needs in a manner commensurate with the sector's major importance
to our country's overall international position. The country can no longer afford the
luxury of neglecting what many would term its most promising activity. Other
governments recognize the importance of services. So must we.

tExrerpt from: Effectiveness of the Export Promotion Policies and Programs of the Departments of
Commerce and State, Followup Report]

TWENTIETH REPORT BY THE COMMITTEE 3N GOVERNMENT OPERATIONS

In Singapore, for example, the Government is planning to build a major new
international airport. The local official responsible for construction is seeking feasi-
bility studies and developmlent plans. He has no travel budget but has been flown by
host governments to Japan and numerous European capitals to view their facilities.
He expressed a desire to examine United States facilities and the Embassy sent a
cable to Washington discussing the problem. As of August 1977, the Embassy had
not received a response and the personnel we spoke to indicated that because of
planned trade center activities they would not have the time or resources to follow
up on this matter. Not only will U.S. developers and architects be at a disadvantage
in bidding on this multimillion-dollar project, but if a foreign developer is used. U.S.
subcontractors and suppliers who U.S. developers and architects normally would
turn to will also lose extensive export opportunities.

In general, it was felt that because trade centers were primarily geared for
promoting products, not enough effort was made to promote services. Although
there is a demand for innovative insurance, advertising, legal and financial services
which U.S. firms could provide in the Far East, there were almost no export
promotion efforts in these areas. While some efforts have been made to promote
U.S. architectural and engineering services, they have been oriented toward larger
development firms and ignored small firms and smaller projects.

An architectural or development design and study contract is more important for
U.S. export expansion than can be measured by the amount of that contract itself.
Because architects and engineers, when writing feasibility and design studies, often
specify those products and services they are familiar with, U.S. manufacturers can
gain tremendous advantage if U.S. firms prepare these studies. Commerce should
aid these firms in their efforts to receive awards for such studies, explore the
possibility of providing loans or other financial assistance from the Small Business
Administration and encourage Export-Import Bank cooperation in efforts to assist
U.S. firms seeking to provide feasibility and design study services abroad....

CHAMBER OF COMMERCE OF THE UNrrED STATES,
INTERNATIONAL DIVISION,

Washington, D.C., April 17, 1979.
To: The Honorable Frank A. Weil, Assistant Secretary, Industry and Trade Admin-

istration, Department of Commerce, Washington, D.C.
From: Gordon J. Cloney, Director, Special Policy Development.
Subject: Inte.r-Agency Committee on International Services-Notes on Work Pro-

gram.
A. BACKGROUND

Total U.S. services account trade reached 129 billion dollars in 1978, a little less
than one third of all U.S. imports and exports, and produced a 23 billion dollar
surplus. Moreover, most service industris have a ripple effect stimulating U.S.
merchandise exports.



241

Notwithstanding the strategic importance of the service sector, overall invisible
trade receives fragmented attention within the federal trade and investment policy
structure. Some agencies are not aware of the sector as they carry out general
foreign commerce and investment responsibilities. Others have a limited "industry
sector" responsibility. Some are not aware of current efforts by others that deal
with, or impact on, services trade.

In December of 1976, the Commerce Department released a White House Inter-
Agency Task Force report on services and the multilateral trade negotiations.
Entitled "U.S. Service Industries in World Markets: Current Problems and Future
Policy Developments," the report was "the first comprehensive analysis of the
participation and problems of U.S. service industries in international commerce,"
and its purpose was "to develop recommendations for improving the government's
ability to address them."

The principal conclusions of the task force were set forth in 27 recommendations.
Recommendation number twelve called for the establishment of an inter-agency
committee on international services chaired by the Department of Commerce with
membership including the State, Treasury and Labor Departments, the Office of the
Special Trade Representatives and other agencies "as appropriate." The committee
should involve individuals 'at least at the Deputy Assistant Secretary level."

This memorandum outlines considerations relative to the purpose and operation
of such an inter-agency committee as seen by the International Service Industry
Committee of the U.S. Chamber of Commerce.

B. COMMITTrEE OWJECTIVES

An inter-agency committee on international services should have as its principal
objectives enhancing international performance of the service sector, and, insuring
that the sector and its component industries receive adequate attention from policy-
makers and those within the federal government who administer foreign trade and
foreign investment policy. Citing the economic importance of the international
services sector, the introduction to the 1976 Commerce Department report capsuled
the general problem as follows:

"Nonetheless, it seems fair to observe that the importance of the services sector
has escaped the appreciation and systematic attention it merits This is particularly
the case with regard to the subject of this report: services in the world economy.
Definitional, conceptual, theoretical and empirical work have all lagged behind the
evolution of what some have termed "post-industrial" economic realities. So, too,
have governmental capacities to adapt and respond creatively to this evolution.
International economic policy formation, and the associated data gathering and
organization, have been almost exclusively focused on goods, not services. Indeed,
the extent an characteristics of international commerce in services have been virtu-
ally unknown to policy-makers."

While the 1976 report contributed to the conceptual framework, response by
government is, thus far, modest. Hence, the inter-agency committee, the logical next
step, should have as principal objectives:

1. Enhance the performance of the U.S. service sector in foreign markets.
2. Increase consciousness of the importance of international service trade and

investment within the federal government.
3. Enhance the government's capacity to identify and respond to service industry

problems.
4. Coordinate present government policy activities and operations which affect

services.
5. Stimulate new initiatives, both as proposed in the 1976 study and others which

may be identified for committee attention and action.
6. Increase the analytic and policy resources within government that are directed

toward international services trade and investment.

C. COMMrrrEE FUNCTIONS

It seems reasonable the committee operate as policy working group which implies
a leadership role in coordinating and orienting specific action programs affecting
services carried out by the individual member agencies. In the case of new issues,
e.g., issues not being under the present aegis of a particular agency, the committee
would designate the action agency-in the words of the 1976 report: "employ the
existing structure but infuse within it an awareness of the need for analytic and
policy consideration of service industries."

Specific functions of the committee would thus include:
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1. Inventory and then give periodic general review to ongoing agency programs
that impact on international service industries both directly and indirectly.

2. Periodic review of specific action programs dealing with current service indus-
try issues and the progress being made.

Insure that, as appropriate, the action agency is receiving and considering the
comments of other agencies.

Resolve inter-agency differences if present.
Resolve policy problems, e.g., relating specific current issues to overall long-term

policy objectives.
3. Consider suitable new policy initiatives including: those proposed in the 1976

report, other issues suggested by industry, and issues suggested by the member
agencies.

Define and assign priority to such issues and designate the action agency.
Insure that comments and needed information are provided the action agency by

other agencies (and through them by industry as appropriate).
Follow up, resolve inter-agency differences and policy conflicts.
4. Review and expand the manpower and other resources being applied to interna-

tional service trade and investment by the participating agencies.
In general committee functions should seek to enhance line operations in the

member agencies by coordinating action programs, by resolving differences, by
providing a general policy umbrella under which individual action programs are
carried forward, and by initiating new action programs as appropriate.

The committee will require skillful, confident, creative leadership by Commerce in
light of anticipated bureaucratic inertia, lack of awareness, and possible agency
hesitation in the presence of what is by definition a non-traditional policy subject.
The quality of staff work which Commerce will have to provide is thus apparent.

D. WORK PROGRAM

Areas to which the committee should direct attention are: (1) trade; (2) data and
research; (3) investment; (4) technology transfer and (5) taxation.

Listed below in outline form are those issues in each category which would appear
to be suitable for committee attention in the short and medium-term.

Short-term issues are in Caps. Section E of this memorandum examines some key
short-term issues in greater detail.

Issues found in the 1976 task force report are indicated by "R" followed by the
number of the specific recommendation as cited in the report itself, pages 57- 76.

1. TRADE

A. Post MTN Developments within GATT
1. Analyze post-MTN climate for service consideration under GAIT.
2. Analyze Government procurement code implications.
3. Consider extension of service industry considerations into other codes: Subsidies

code (R No. 3(a)), others.
4. Consider future GAIT discussion on service trade (R No. 3(c)).
B. OECD-Introduce Service Trade Issut (R No. 1).
1. Evaluate potential for/progress in OECD committees in dealing with service

industry matters (committee on trade, investment, invisibles, insurance, transporta-
tion, tourism).

2. Catalogue service trade barriers and set priorities (R No. 5).
3. Examine lack of international standards, guidelines and procedures for dealing

with service trade barriers including dispute resolution aspects.
4. Pursue means to harmonize international practices on individual sector basis or

on service sector basis.
5. Analyze developments in trans-border data transmission discussions for trade

and investment implications and policy response.
6. Analyze developments re service barriers in LDCs as base for Group B positions

in UNCIAD and the U.N.
C. Bilateral T'rade Relations.
1. Determine best way to pursue bilateral services requests tabled in MTN by the

U.S. but not acceded to by the respective trading partners (R No. 3(b)).
2. Catalogue service trade barriers by country and sector (R No. 5).
3. Seek further bilateral action on service trade barriers on ongoing basis.
4. Respond ad hoc to negative developments as required by future circumstances.
D. Determine Feasibility of Extending Domestic Laws and Recourse Actions Now

Available to Manufacturers to Service Industries.
1. Trade adjustment assistance (R No. 10).
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2. Anti-dumping recourse actions.
3. Countervailing duties.
4. Extension of Webb Pomerene provisions to service industries.
E. Enhance Response of US. Export Promotion Mechanisms and Programs to U.S.

Service Industry Export Development.

2. DATA AND RPUEARCH

A. Consider establishment of working group on international services data (R No.
24).

B. Consider establishment of office of service iidustry research to guide
1. Research leading to improved data collection (R No, 26 & 27).
2. Market research.
3. Economic impact data.
4. Service investment impact on LDCs (R No. 18).
C. Review analytic resource application to services trade and investment with a

view to increasing coverage (R No. 14).

3. INVUrTMENT

A. Enhance response of existing multilateral investment discussions and related
U.S. policy to service industry concerns (R No. 15).

i. Catalogue issues and investment obstacles of greatest importance to service
industries.

2. Follow up in U.S. policy formulation processes.
B. Pursue service industry investment problems in bilateral investment discus-

sions (R No. 16).
C. Develop State/Commerce early warning system for identifying and responding

to service industry investment obstacles (R No. 17).
D. Analyze procurement practices of the international financial institutions with

regard to utilization of U.S. service industries especially in project design and
engineering.

4. TECHNOLOGY TRANSFeR

A. Enhance response of existing multilateral technology transfer discussions and
related U.S. Government policy to service industry needs.

B. Seek means to deal with problems in bilateral discussions.

5. TAXATION

A. Monitor legislative proposals and regulatory decisions with regard to impact on
service industries.

1. Seek comments from other agencies on pending foreign tax credit regulations
as these relate to services.

B. Pursue equitable and realistic U.S. tax treatment of U.S. nationals resident
abroad and employed by service industries.

E. Kn CURRENT PwIoRmEs-DscusSION
Based upon events in the MTN, and othf . international dialogues involving trade

and investment matters, the following areas would appear to be particularly suited
for current priority examination by the committee.

GATT related initiatives.-The MTN included a reference to services in the
government procurement code. Little else seems to have occurred relative to serv-
ces (although it is rumored that the subsidies code might be susceptible to service

industry considerations). This process did establish the principle of dealing with
service trade barriers as a number of other countries tabled service barriers for
bilateral discussion. The post-MTN era must see U.S. initiatives to expand upon this
modest beginning and the following objectives come to mind:

Climate-Analyze the nature and tone of response to U.S. attempts to introduce
services at Geneva as a basis for future strategy. What are the dispositions of
trading partners for future GATT discussions in the area? Absent another "round,"
how might additional progressm be brought about? What special work has to be done
with trading partners and with the GATT Secretariat by the U.S. government?
Establishing a plan of action for future efforts, how might industry cooperate?

Government p.ncurement code.-Determine what actually has been accomplished
in the reference to service "incidental" to the trading transaction in the GP code.
Pursuing a plan of action relative to this provision based on the objective of
enhancing U.S. service industry trade raises questions such as:
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What services are included in the U.S. view? Is the definition firm?
What does "incidental" mean and is this a common or shared definition within

GATT or at least among the principal parties?
How will the code be administered and what preparation and support will be

required of government? How will follow up with U.S. service industry be handled?
What will be the anticipated impact upon U.S. government procurement and

related U.S. services? What sectors stand to be hurt?
What preparatory work is needed for the opening of the code to cover all services

at the end of three years as the code text provides?
Other codes.-Prepare a strategy for dealing with services in the context of other

GATT codes, in particular the subsidies code. Questions include:
Suitability of the particular code for expansion to services.
U.S. Government views as to relevance of subsidies to U.S. services.
Possible opposition from (U.S. industry/foreign industry or foreign government).
The OECD.-The 1976 task force report proposed and the U.S government has

proceeded to introduce the matter of service trade barriers in the OECD Trade
Committee. The first item for attention appears to be compiling a generic list of
service trade non-tariff barriers as the basis for considering how to deal with them
through the OECD, the GATT or elsewhere.

Thus, the inter-agency committee should pursue the development of a U.S. list
that catalogues and prioritizes those that are trade barriers while referring those
that are more properly investment barriers to other OECD committees.

Various references now exist which might be used including: (1) the 1976 task
force report and its 18 sectoral appendices; (2) the 1976 study by Wolf and Company
prepared for Commerce as a background reference to the 1976 study; (3) the 1975
benchmark study, Invisible Barriers to Invisible Trade, MacMillan Press Ltd.
(London); and (4) industry studies which have been presented to the STR.

The Chamber's Service Industry Committee can provide assistance to this analy-
sis.

Bilateral trade issues.-During the course of the MTN, various U.S. service indus-
tries provided the STR with information concerning service trade barriers for bi-
lateral negotiation.

In some cases individual barriers in a single foreign market were cited while
others provided more comprehensive studies involving various types of practices in
numerous markets. From these the STR subsequently tabled those it believed suit-
able for bilateral negotiation with the appropriate trading partner. Apparently very
few requests were acceded to.

Thus a serious effort should be made to pursue through other bilateral channels
the remaining bilateral service trade issues not resolved through the MTN. Consul-
tations might be undertaken with the firm or industry group citing the barrier to
consider options and strategy.

Domestic trade law.-Many elements of U.S. trade law will receive Congressional
attention in the near future. It would be appropriate to examine those dealing with
adjustment assistance and recourse actions to determine if service industries, in
general or upon a selected basis, might be covered by such provisions.

Priority areas would include determining whether: trade adjustment assistance
might be extended to service industries impacted by foreign competition; whether
the sale of foreign services (for example air transport) at prices under cost might be
considered dumping; whether subsidies to foreign service industries (for example in
construction) might be susceptible to countervailing duty actions, and, whether the
Webb Pomerene antitrust exemption might be extended to service industries.

Data.-There is a clear need for more comprehensive, definitive data and there
are shortcomings in the present government collection of service industry data.
Certain sectors are covered in some detail with aggregate figures broken down by
region and country. But in others there is no systematic or complete compilation It
may be that some needed data is presently found in other government surveys, the
extent of this data is presently unknown. Another basic issue is that for statistical
purposes there is not an agreed upon definition of a service industry, nor what
activities should be considered as services.

A government study could be undertaken, under the inter-agency committee's
aegis, to evaluate the type of information that should be collected to properly
understand the impact of service industries on foreign trade and the balance of
payments as a basis for policy actions.

This study might: determine the extent and quality of data presently being
collected by all relevant government agencies; re-define service industry classifica-
tions to better highlight them; determine information requirements from govern-
ment and industry; evaluate changes to existing reporting and collection procedures;
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and advise on the general design of improved reporting techniques for data from
major service industry sectors.
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N.Y. 10017 (212) 573-5000.

Walter Al Slowinski, Senior Partner, Baker & McKenzie, 815 Connecticut Avenue,
N.W., Washington, D.C. 20006 (202) 298-8290.

Oliver Smoot, Vice President, Computer & Business Equipment Manufacturers
Association, 1828 L Street, N.W., Washington, D.C. 20036.

Larry Spiller, Deputy Executive Vice President, American Consulting Engineers
Council, 1155 15th Street, N.W., Suite 713, Washington, D.C. 20005.

George C. Spinsa, Director of Research, Institute for International & Foreign Trade
Law, 600 New Jersey Avenue, N.W., Washington, D.C. 20001.

George Stockton, Director, The Associated General Contractors of America, 1957
E Street, N.W., Washington, D.C. 20006.

Campbell Thomson, Deputy Director, Federation of American Hospitals, 1101 17th
Street, N.W., Suite 310, Washington, D.C. 20036 (202) 833-3090.

Raymond J. Waldman, Attorney-at-Law, Schiff, Harding & Waite, 1101 Connecti-
cut Avenue, N.W., Suite 60, Washington, D.C. 20036 (202) 857-0600.

William B. Walton, Vice Chairman of the Board, Holiday Inns, Inc., 1052 Brook-
field Road, Memphis, Tenn. 38117 (901) 362-4001.

Gordon J. Cloney, Director, Special Policy Development, International Division,
Chamber of Commerce of the United States, 1615 H Street, N.W., Washington, D.C.
20062 (202) 659-3054.

Mr. GUARIN. Mr. Danielian, you know this subcommittee during
the MTN hearings had recognized the importance of services in the
international trade. We certainly tried to expand the protection
into that seetion 301 unfair practices.

You have given us several suggestions. You mentioned something
about the Assistant Secretary, the Deputy Secretary, relating to
this particular area of activity.

Are you suggesting that such a person solely be empowered to
deal with this particular area, that is, that you have an Assistant
Secretary dealing in services only?

Mr. DANIEzuN. Yes, an Assistant or a Deputy Assistant Secre-
tary dealing only with services because it covers a myriad of indus-
tries all the way from the commercial interests of aviation to the
tourism side, to construction and engineering problems.

In gross terms you are talking about businesses which contribute
in the neighborhood of $65 billion worth of U.S. transactions on the
export side. It is a very important and major component that needs
specific attention.

Mr. GUAmNI. You don't feel that we define our trade adequately
enough in our statutes to include services when we talk about
trade and commerce?

Mr. DANIgI N. That is correct, Mr. Chairman. In the Trade Act
of 1974 this committee was responsible for placing in its report on
the Trade Act provisions several sentences delineating exactly
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what they meant by the problem in service industries-that atten-
tion should be paid to overcoming the barriers to service industry
trade.

But throughout the Trade Act itself, service industries were de-
fined as associated with international trade. As such it has been
narrowly interpreted as meaning that those services associated
with the goods trade only, so that services in and of themselves are
not covered. Under the Trade Agreements Act of 1979, section 301
of the Trade Act of 1974 was amended to broaden the services
definition of "commerce." However in all other sections of U.S.
trade legislation, services are not covered.

I think a specific definition must be given.
Mr. GUARINI. I am informed that that has been amended by the

trade agreements earlier. But could I ask you if the area that you
had addressed yourself to was procedural suggestions, that is the
definition, the duties of the Assistant Secretary, promotional activi-
ties, et cetera?

Is there anything other than those areas that you may wuant to
make substantive, specific suggestions as to how our nation can
protect its interest in service industries?

Mr. DAN=iLN. Well, Mr. Chairman, there are a number of
suggestions that are made in a very detailed memorandum at-
tached to the end of my full statement. I don't know whether I
should take the committee's time to go through that right now.

Mr. GUAUNI. Could I ask you to outline any specific, substantive
suggestions you have, whether in the area of financing or other
particular areas, how you feel that we as a committee could be
helpful in structuring laws that would protect and perhaps expand
the services market?

Mr. DANIEUAN. Yes.
First of all, in those laws on the books already which protect U.S.

goods industries from such things as subsidies and dumping, there
is no mention or reference to services. You only have section 301
on unfair trade practices which brings in service industries per se.
There is no remedy under our antidumping or countervailing duty
laws for service industries that are harmed. Similarly, there is no
redress for business or labor under adjustment assistance laws.

Mr. GuAmNI. Is there a dumping of services for foreign countries
on our markets?

Mr. DAmnUAN. Well, it is a matter of interpretation and defini-
tion. Take an airline example. You have a situation right now
where certain airlines, foreign airlines, are heavily subsidizing
seats to the United States. They might not run the service if their
governments were not subsidizing those seats to the United States.
Therefore, U.S. carriers would have a bigger share of the market to
at least try and attract. Conceptually, it is a little different than
goods subsidies, but you have essentially the same kinds of prob-
lems and effects.

U.S. labor and business cannot avail themselves of the remedies
existent in the Labor Department and the Commerce Department
for assistance when service industries or their workers are hurt.
There are no adjustment assistance provisions for service indus-
tries.
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I believe there was a case dealing with airline workers where
they applied for adjustment assistance. It was denied because a
determination was made that the problem was not directly related
to trade in gou ds at the time. It was purely services and thur not
covered under U.S. law.

Relating to your earlier question about expanding service mar-
kets, I think the next U.S. negotiating issues that will come up
internationally for the STR are going to deal with service industry
problems. This means that the Government is going to have to pay
particular attention in future negotiations to service industry inter-
ests in all multilateral forums. We need a lot of research and
carefully drawn up position papers with which a new Commerce
emphasis on services can help.

The OECD is starting to discuss services right now. That is what
I meant in my written statement bv saying it had to be pervasive.
In all Government policy areas you have to have a cognizance of
service industries. I shall amp'ify on this in a letter to you, Mr.
Guarini.

[The letter follows:]
INTERNATIONAL ECONOMIC POLICY ASSOCIATION,

Washington, D.C.. September 14, 1979.

Hon. FRANK J. GUARINI,
U.S. House of Representatives,
Washington, D.C.

DEAR MR. GUARINI: I appreciated having the opportunity to testify on the service
industry aspects of governmental reorganization before the Subcommittee on Trade
of the House Ways and Means Committee which you chaired on September 7, 1979.
I would like to expand here with regard to two areas of particular importance.

On the question of the definition of "trade" and "commerce", I commented that
during most of the history of U.S. trade legislation these terms have not been
defined. Hence, the assumption has existed that reference to "trade" or "commerce"
meant reference to goods trade and this has relegated services to second-class status
in U.S. trade matters. This problem was partially addressed in the Trade Act of
1974 when the Congress (and specifically your Committee) correctly recognized the
international importance of services and provided negotiating authority and a limit-
ed remedy against unfair trade practices for them. However, there still remained
some ambiguity regarding whether the intent of Congress was to deal with all
services or just those services related to goods trade. As you pointed out, this
ambiguity under Section 301 has been corrected by the Trade Agreements Act of
1979 with a clarifying definition of "commerce." However, this applies only to
Section 301 and nowhere else in trade legislation is the term "commerce" or "trade"
defined to include services in and of themselves. Because of this, the normal ave-
nues of redress available to the goods industry (and labor) in antidumping, subsidy
and adjustment assistance cases are closed to service industries. Thus, it is impor-
tant that in general definitions, both the term "trade" and "commerce" be defined
to specifically include services, per se.

My purpose in raising this consideration is to suggest that the Committee must be
concerned that any legislation dealing with government reorganization define terms
such as "commercc" and "trade" so that it is clear all serviLes are included in the
meaning of these terms and hence are to be given full attention by those who
administer the new system. Otherwise, it is quite possible for the executive branch
or others to assume that services are, at best, marginally included and the historic
lack of attention to service industry needs will continue.

A second area upon which I would like to elaborate is the need for a bureau
within the Department of Commerce or its successor agency that is concerned
exclusively with the question of service industries. The "Department of Trade and
Commerce" as described in the "organigram" provided recently by the Administra-
tion (a copy of which is enclosed with this letter for your ready reference) relegates
service industries to a very minor division within a unit on "Finance and Invest-
ment" which is one of several under an "Assistant Secretary for Trade Policy and
Programs." This is no different than the present arrangement in Commerce where a
small international service industry division is buried in the Office of International
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Finance and Investment having a staff of six professionals. Even with the best of
intentions, there is no way that office can have a significant policy impact on all of
the problems facing the 14 mair service industries outlined in the Commerce
Department's 1976 study, U.S. Service Industries in World Markets.

Our committee urges, therefore, that in any Department of Trade and Commerce,
at a minimum, services must he moved to a separate bureau directed at the highest
level possible by an Assistant or Deputy Assistant Secretary.

The bureau would provide a point of reference for government relations with key
service industry sectors ranging from banking to construction to insurance to trans-
portation. Many of these industries have no contact point in government to which
they can turn that is responsible for being concerned about their international
business problems. Others, such a& air transport, have a point of reference in the
State Department, but this deals legitimately with negotiations, per se, and not
necessarily with comvnercial operating problems-a need that a new bureeu would
meet. The constitutent parts would cover several functional areas.

There is a serious problem within government in the area of policy analysis,
research, and the collection of data pertaining to services. This information is
essential as the underpinning for any international effort to deal with service
industry problems and designing a government program which can respond ade-
quately to the many challenges in this area. In fact, the Commerce Department is
in the midst of eliminating the analysis and research capability with regard to the
tourism service industry just at a time when they profess to be concerned about
service industries. This data information gap is a problem to which the bureau
would respond.

The question of the defense and promotion of services trade is an area to which
the bureau would direct considerable attention. It should be concerned about study-
ing in detail and developing proposals concerning the question of providing U.S.
service industries with more effective defense against unfair trade practices, includ-
ing provisions to deal with foreign subsidies and dumping practices as well as the
matter of adjustment assistance for U.S. service industry firms and related labor.
Also involved would be the servicing of the negotiations relative to services which
are to be carried out presumably through a revised STR. This includes expanding
existing GATT codes to include services and also the important ongoing discussions
.in the OECD on services trade.

The bureau would address the entire question of trade export promotion, includ-
ing assurance th.at the foreign commercial service offices located throughout the
world as well as the U.S. commercial offices located in the United States are
sensitive to their responsibilities to the service sector.

Another important function would be to study the question of disincentives which
impact upon the service industries. These include boycott questio-ns, taxation ques-
tions, and other areas cited in my oral testimony. The fact, for instance, that U.S.
contractors have dropped to supplying only five percent of the $20 billion in infras-
tructural projects supervised by the U.S Army Corps of Engineers in Saudi Arabia
is alarming since the industry claims our own disincentives are at fault.

The question of service industry investments and the transfer of service industry
technology are areas which, while dealt with in part through other offices of
government, should be monitored from the service industry perspective within the
bureau we are proposing.

I hope, Mr. Guarini, these ideas will be useful to you, and we are prepared to
answer any further quetioins As I mentioned orally, my printed statement con-
tained an even more detailed memorandum on the needs to be covered. The Interna-
tional Service Industry Committee of the U.S. Chamber feels most strongly that any
reorganization, be it legislated or by executive action, must include a clear commit-
ment to, and make provisions for the manpower and bureaucratic structure neces-
sary to deal with service industries. As the Administration has not done this to date
we are, of course, very deeply concerned about it and hope that the Congress can
correct this situation.

Your interest in this entire matter is sincerely appreciated.
Sincerely,

RONALD L. DANIELIAN.

Enclosure.
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Mr. GUARINI. Thank you, Mr. Chairman.
Mr. Frenzel, any questions?
Mr. FENZEL. No questions.
Mr. GUARINI. Mr. Fisher?
Mr. FISHER NA questions.
Mr. GUARINI. Thank you.
Your very clear presentation has been very helpful to us.
Mr. DANIEIAN. Thank you, Mr. Chairman.
Mr. GUARINI. Mr. Philip H. Trezise, a member of the Board of

Consumers for World Trade.
Mr. Trezise, I understand you have been a former Assistant

Secretary of State?
Mr. TREZISE. Yes.
Mr. GUARINI. We are happy to have you here and appreciate any

remarks you want to make for the record.

STATEMENT OF PHILIP H. TREZISE, MEMBER OF THE BOARD,
CONSUMERS FOR WORLD TRADE, ACCOMPANIED BY DOREEN
BROWN, PRESIDENT
Mr. TREZISE. I have with me Doreen Brown who is the President

of Consumers for World Trade. Since I am a senior fellow at
Brookings Institution, I want to make it clear that I am not speak-
ing in any way for Brookings or its trustees or officers.

¶·r. Chairman, I would like to direct my comments ma' .. y to the
administration's proposed reorganization plan as outlined in a
White House fact sheet a few weeks ago and elaborated by an OMB
statement to the Government Operations Committee on August 1.

The most favorable thing to be said of the administration's pro-
posal is that it does not adopt the idea of a new Department of
Trade or Trade and Investment. I think that it is wrong to believe
that our trade problems, however they are defined, would be solved
or even made less pressing by an attempt to centralize policy and
operations in one agency.

The idea that other industrial countries have such en institution
is to my knowledge unfounded. They divide and disperse trade
functions and responsibilities, too. A Department of Trade in our
system would be duplicative and disruptive. Worse, it would almost
surely tend to be protectionist in its outlook and policies. It is a bad
idea.

Having rejected the concept of a centralized trade agency, the
administration proposes a redistribution of certain functions per-
taining to trade and a strengthening of the role of the Special
Trade Representative.

We consider that the redistribution part of the proposal is large-
ly undesirable. Strengthening of the STR role is desirable, but we
would point out that this does not require that new operating
functions be assigned to the STR office.

From the consumers' point of view, the worst feature of the
reorganization is the proposed transfer to a renamed Department
of Commerce from the Treasury of responsibility for investigation
and enforcement in the fields of antidumping, countervailing duty,
national security import restrictions, and embargoes.

Parenthetically, it would be interesting to learn what "embar-
goes" are expected for Commerce to administer.
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The reason is that Commerce traditionally has leaned more
toward protectionism than has the Treasury. This, we believe, re-
flects the differing constituencies of the two departments. It has
nothing to do with the qualities of the personnel of the two depart-
ments or of their leadership, past, present or future.

Treasury's tradition and its constituency has led it-on the
whole-to manage its trade responsibilities impartially, with em-
phasis on careful investigation of matters that seldom are clearcut.
Commerce is more exposed to specific protectionist pressures and is
more likely to be swayed by them.

If the statutes involved were absolutely self-enforcing and if the
facts on which decisions are based were always utterly clear, then,
of course, the locus of the investigation/enforcement function
would be of no matter.

In the real world there will always be room for interpretation of
law and evidence. We believe that the Commerce tilt will be
toward the restrictionist interpretation.

Our concerns on this score are not diminished by the administra-
tion's explanation that Treasury has been criticized for delays and
that the new location of the functions will afford "high priority to
faster, efficient enforcement."

Whether the criticisms are considered to be justified is not
stated. And we fear that "faster, more efficient" enforcement can
mean less care for sifting out facts from allegations and more
stress on keeping imports out.

Mr. Chairman, as for other aspects of the proposed redistribution
of function or responsibility, our comments are as follows:

1. The transfer of commercial attaches and officers from the
Foreign Service to Commerce is bound up with the question of
what is possible in the way of official export promotion.

Consumers have an interest in a healthy export sector in the
American economy. But it hardly seems likely that a redesignation
of commercial officers in our embassies can make much differrence
to our exports which, incidentally, have been doing rather well
over the past five quarters.

If official promotion measures, short of outright subsidies, are
considered to have great promise for expanding exports, then per-
haps a more venturesome experiment should be tried. For example,
we might examine the quasi-private Japan Export Trade Organiza-
tion, or JETRO, as a possible model for an export promotion corpo-
ration in which private business would have a part.

2. We think that the administration is right to ask that section
337 (unfair import practice) cases be transferred from the Interna-
tional Trade Commission, but we believe that the responsibility
should be lodged in the Treasury along with antidumping and like
matters.

3. There appears to be no strong argument for placing commod-
ity and East-West trade negotiating responsibility with the STR.
The State Department must still have a large role in both these
fields, considering their foreign policy content, so that a shift of the
negotiating function is likely only to require more people without
compensating benefits. Coordination of negotiating positions by
STR makes good sense, however.
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Our doubts about the merits of moving to STR duties that now
are peformed adequately elsewhere are reinforced by the considera-
tion that the new STR will have to lead the executive branch in
seeing to it that the new MTN agreements are carried out fully by
all parties, including the United States.

Much of this is likely to be new ground in trade policy formula-
tion and application. It does not make sense to clutter Governor
Askew's day with functions that will not contribute to the exercise
of his crucial leadership/coordination role.

Finally, Mr. Chairman, we believe that coordination of policies in
the trade field does matter. A number of executive branch depart-
ments always have had legitimate interests in various aspects of
trade policy, interests that will not go away simply because some-
body writes a reorganization plan.

So a central point to resolve differences is obviously necessary. In
practice, that has always been the White House. Less than 20 years
ago it was done in the White House by one senior counselor, but
those, I suppose, were simpler times. At present, and in particular,
it is the Special Trade Representative.

Citizens, as consumers and as taxpayers, have a stake in the
STR's effective functioning. It is up to him to represent to the
President and to the Congress the country's abiding interest in an
open, expanding world trading system. An organization or reorga-
nization that helps him do this is good for us all. Reorganization
for the sake of moving functions around will only do us harm.

Mr. GUARINI. Thank you, sir.
You didn't make any comment with regard to the Eximbank.

Would you leave it where it is or would you put it into internation-
al trade?

Mr. TREzsE. I believe I would leave the Eximbank where it is. It
seems to be doing its mandated job effectively and I don't really see
the benefits of combining it with anybody else.

If we were to have a new export promotion organization of a
brand new, all-encompassing kind, conceivably the bank might be
one wing of such an organization. But I don't suppose that is in the
cards.

In any event, I am not sure it would make a great deal of
difference.

Mr. GUARINI. All right.
Do I gather from your experience as Assistant Secretary of State

for Economic Affairs that you would be against the creation of a
separate commercial corps in Commerce, not take it from the State
Department but to leave it in the State Department where it
belongs presently?

Mr. Truzis. Well, Mr. Chairman, I think the conversion of the
present commercial officers who, after all, are now selected in
coordination with the Commerce Department, would lead to a good
deal of disruption and inefficiency for some time.

In the longer run, I am not sure it would make a great deal of
difference. The officers in the embassy would report to ambassa-
dors under the statute, under law. And I don't really believe that
what would be done would be any different than what is done now.

I think some losses would be incurred in the short run and in the
longer run I think we would be about where we are now.

54-396 O - 80 - 17
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Mr. GUARINI. in regard to our East-West trade agreements which
are presently in the State Department, would it be accordingly in
line with your philosophy not to move it into STR but to leave it in
the State Department, also?

Mr. TREziE. That is my feeling. That proposition strikes me as
representing sort of a passion for reorganization for the sake of
reorganizing. It really doesn't make any sense.

East-West trade negotiations are not an every day occurrence
involving enormous amounts of activity. If they are really impor-
tant, if we ever get around to a negotiation with the Soviet Union,
then this is going to be coordinated out of the White House no
matter what, and everybody and his brother will have a finger in
it.

Putting the day-to-day stuff with Romania and Hungary and so
in STR, will reflect the view that moving boxes around makes
things better.

Well, it really doesn't. It makes things worse. This is a foreign
policy problem as well as a trade problem. The Secretary of State
has to have a hand in it. It is being done satisfactorily there now,
as far as I know. The administration doesn't say it is being done
badly there. So moving it strikes me, as I say, just as somebody in
OMB felt that he had to move the boxes.

Mr. GUARNI. So what your testimony does is point out the age
old conflict between the Secretary of State making foreign policy
and perhaps international trade dictating or infringing upon what
would bh foreign policy.

From what I understand, then, there are many items in the
administration's proposal that you would be objecting to because it
is a dismemberment of the traditional role of the Secretary of
State's office?

Mr. TREZISE. I would have to disagree with your characterization
of my views because I am no longer a member or in any way
connected with the Department of State. I am speaking as a repre-
sentative of a consumer organization and as a citizen. I think these
are bad ideas and they would be costly to me as a taxpayer and
lead to results that are of no benefit to any of us.

In fact, of course, the Department of State will continue to have
a large role in these matters unless we get a Secretary of State
who wants to abdicate his job.

Mr. GUARINI. Thank you very much for your testimony. I have
the same impression as the chairman of your testimony. It is
interesting that in defense, the retention of State Department turf
where the State Department had done what I think the committee
thinks is not a very good job over the past year in promotion.

I do notice, however, that contrary to previous witnesses, you
indicate that the section 337, the unfair practices cases, could be
transferred from the ITC and that it would be a good idea. L ou
probably were in the room and heard the chairman of the ITC say
that that could not possibly happen without the Republic falling
asunder.

I wonder if you would elaborate on that?
Mr. TazzisE. Mr. Parker's remarks didn't come out quite that

clearly to me, but I gather he was against the idea. There, again,
Mr. Frenzel, it seems to me it is a curious kind of government,
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almost an anarchic kind of government, in which an independent
agency enters into agreements with industries and business firms
abroad at the same time as the executive branch is negotiating, at
a governmental level, so-called restraint arrangements or orderly
marketing agreements.

I can't imagine that this is good government. If that is what is
happening under 337, then it seems to me you better put 337 where
the President will have some authority over what is done. We can't
go on with a government which operates in every direction.

Mr. FRENZEL. That is a little like the framers decided a couple
hundred years ago when they created three branches of govern-
ment.

The reason for the ITC is, as I understand it at least, that in 1974
the Congress was nervous about the decisions that were being
made in the executive branch and, as restructured, it was supposed
to be some kind of a check or balance against these other decisions.

I agree with you that we are going to have the ITC around for a
long time, I am afraid, no matter what. I notice that you are
nervous about moving some things to Commerce because it would
be restrictionist.

Those of us who have been working in this field for a while have
run into that. In fact, we ran into it very early. Retailing groups
have great interest in retailing without restriction. Their feeling
was that Commerce, being the agency of American business, would
tend to be more protectionist than expansionist.

However, when we told the Treasury we wanted to move CVD
and antidumping cases over to Commerce, they came up with an
opposite logic. They said that the agency being given all the trade
jurisdiction will behave too aggressively in fa--or of trade.

Frankly, I think you are both nuts. I think you could put those
functions anywhere and have them done pretty well. We ought to
find the most logical place to put them and not be so worried about
prejudices until the prejudices appear.

Do you think you would stand by your position, and am I wrong
in thinking that you see it that way?

Mr. TREIsE. Well, I stand by my position, Mr. Frenzel, primarily
because I had a good many years of experience in the executive
branch and formed views which I think are justified that Com-
merce, by reason of its rather broad constituency, which includes
an enormous variety of forces and institutions, does lean toward
more restrictionist interpretation of policy and law.

Nobody knows, of course, what will happen if you move this to-I
do hope the committee will reject the notion of a Department of
Commerce named Trade and Commerce. You should have more
respect for the language than that. But if it is to go to a Depart-
ment of Commerce, then I suppose it will be done in some fashion,
anyway. It could go almost anywhere, as you say. You will have to
recognize, of course, that there is going to be a period of consider-
able disruption, as you reconstitute the investigating activities, and
so on, under the Department of Commerce.

But I do believe quite firmly that the upshot of this is that more
people will find it desirable to initiate antidumping complaints and
subsidy complaints, and they will expect the Department of Com-
merce to give a more sympathetic hearing with a greater readiness
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to interpret the allegations favorably to the complaints than would
be true in the Treasury, and I am afraid that is a fact of life.

Mr. FRENZEL. You know, like yourself, I seem to be categorized
as a trade expansionist, a free trader, and I get nervous about
these things, too. However, when you wait 15 years for an anti-
dumping case, you just have to say that the Treasury has not
performed, and that American industry has a legitimate and justi-

complaint about the way those cases have been handled. As far
as I know, we may all be dead and buried before we ever finish
that color television case, and the steel people have had similar
complaints.

I think many of the complaints have been without justification,
but we have to finish them sometime. The Treasury's track record
is absolutely abysmal in that regard.

Mr. TRzIsE. You have written into the law now, as I understand
it, some rather stringent time limits on these cases.

Mr. FRmNZL. We had some time limits in the old law, too, which
were ignored. We can't make somebody obey the law if they don't
want to, or if they say, as they usually do, we have not given them
sufficient resources to carry out their duties.

Anyway, these are difficult questions, and your insights are very
helpful to us, particularly in light of your long experience, and I do
appreciate them.

Thank you, Mr. Chairman.
Mr. GUARINI. Mr. Fisher?
Mr. FISHER. No questions, Mr. Chairman.
Mr. GUARINI. Mr. Moore?
Mr. MooRE. No questions, Mr. Chairman.
Mr. GUAINI. Thank you very much for appearing before us.
Mr. TREzIs. Thank you very much.
Mr. GUARINI. Mr. Richard Maxwell, president of the American

Importers Association and also an official of the Associated Dry
Goods Corp., and Mr. Barry Nemmers, staff attorney.

STATEMENT OF RICHARD MAXWELL, PRESIDENT, AMERICAN
IMPORTERS ASSOCIATION, AS PRESENTED BY BARRY NEM-
MERS, STAFF ATTORNEY
Mr. NmElmtR. Mr. Chairman, Mr. Maxwell was unavoidably de-

tained in New York and is not able to appear today, and sends his
regrets that he is not able to attend these important hearings. I
will present his statement, which is an excerpt from our written
testimony which you have.

The American Importers Association, AIA, is a nonprofit organi-
zation formed in 1921 to foster and protect the importing business
in the United States. As the only association of national scope
representing the American companies engaged in import trade,
AIA is the recognized spokesman for importers throughout the
Nation. AIA welcomes this opportunity to present its views on the
question of reorganizing the Federal Government's international
tra,:ce functions.

The issue of trade functions reorganization can best be consid-
ered ih the context of the problems future trade policy will have to
address and the role envisioned foi that trade policy as it relates to
other national policies. A long U.S. tradition of liberal trade poli-
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cies has been a foundation for healthy international and U.S.
economies. However, in recent years the trade-restricting behavior
of trading nations has become more sophisticated, and the stakes
have risen dramatically. These factors, together with the negotia-
tion of comprehensive, but still experimental, agreements restrict-
ing the use of nontariff barriers, pose new problems to the United
States as the leader on liberal trade. Will the United States be able
to encourage adherence to the new agreements on the part of our
trading partners? Will we be able to discipline our own tendencies
toward protectionism in accordance with the terms of the MTN?
AIA is more concerned that both questions be answered affirma-
tively by future U.S. trade poiczies than with who develops those
policies, although we recognize that these points are inextricably
intertwined. We are also concerned that future policymakers take
active cognizance of the increasing relationship between interna-
tional trade policy and national economic, defense, agricultural,
consumer, and foreign policies. Finally, we believe that future
trade policymakers will have to make some hard choices that are
necessary to establish an effective and comprehensive export pro-
gram.

The efforts of this Congress to reorganize Federal trade functions
are a necessary first step in elevating the priority of trade policy-
making and thus addressing these concerns.

We have concluded that only a new entity in the Executive
Office of the President will have the political power and the au-
thority to elevate this priority and to insure the implementation of
the policy that it sets.

AIA believes that the missing element in our present interna-
tional trade activities is a publicly enunciated, thoughtful, long-
term trade policy to which the President is fully and firmly com-
mitted. No entity in the Government today is charged with the
task of developing and coordinating U.S. trade and investment
policy with attention to its present and future relationship to other
national policy issues.

AIA believes a strong policymaking offire in the White House
offers the best opportunity to fill this void and create strong trade
programs with appropriate interfacing of major national policies.
We feel that the following are necessary characteristics for struc-
turing such an entity.

It should be located in the Executive Office of the President so as
to hold a position of primacy and authority on international trade
issues. The officer directly responsible for developing policy should
be a member of the President's cabinet. The entity should have
policy coordination and analysis staffs which are professional, per-
manent and large enough so as to command the respect of other
departments and agencies.

The entity should have trade negotiation authority. It should
have sufficient power to see that negotiated agreements are imple-
mented in the United States and to insure foreign adherence to the
agreements. The entity should not be part of or associated with any
existing department which has a long-standing constituency.

Finally, the appointment of the head of this entity should be
subject to congressional confirmation, and the entity should be
mandated by legislation.

54-396 0 - 80 - 18
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Beyond these characteristics we believe little or no change need
be made in the present assignment of trade program administra-
tion among the departments.

We do want to emphasize one of these points that has not been
discussed here today, and that is our conviction that this policy
office must have a highly professional analysis staff. One shortcom-
ing of the STR is that it is not large enough to do the statistical
and policy research and analysis necessary for the development of
trade policy, even without the additional tasks of coordinating
trade policy with other national policies. I should add, however,
that in the past several years the STR staff has begun to develop
this sort of capability, and it has done some excellent work in this
area. Its efforts should be encouraged with the authorization of
additional staff. Adequate analytical capability is a clear prerequi-
site to any policymaker. The National Security Council provides an
excellent example, both for professionalism and size. Failure to
increase the STR analytical, if not statistical, capability may be the
most serious defect in the President's reorganization proposal.

Concerning the reassignment of unfair trade statutes administra-
tion, bureaucratic perception that the President has developed a
coherent trade policy to which he is committed will lessen much of
the independence exhibited in the past by trade program adminis-
trators. Therefore, we see little need to shift responsibility for
antidumping, countervailing duty and section 337 enforcement if
our recommendations for a strong trade policy office are imple-
mented.

We recognize the political pressure to remove antidumping and
countervailing duty enforcement from Treasury, but we believe all
parties will be better served by leaving that responsibility in Treas-
ury with oversight by the new trade entity or by the existing Trade
Policy Committee.

Pressures for this change arose out of Treasury's delay in several
prominent cases and from a perception of bias in the Department
against strict application of these statutes. The Department has
made significant changes in its practice in the past 2 years which
have more than adequately answered the criticism regarding delay.
Continued oversight by the President, the Trade Policy Committee,
and the Congress will insure that these new practices continue.
Further, the Trade Agreements Act has circumscribed the adminis-
tering authority's discretion so drastically that the criticism re-
garding a free trade bias, if ever true, is no longer valid.

On the other hand, transfer of this highly complex area to Com-
merce, which has no experience in the area, and which has a
clearly recognized protectionist bias-a bias not as severely circum-
scribed by the Trade Agreements Act-will only exacerbate the
problem.

We also see no compelling reason to transfer the administration
of section 337, even if the Treasury Department's responsibilities
under the antidumping and countervailing duty laws were to be
removed to Commerce. We perceive no shortcomings in the ITC's
action under this section that would be cured by such a transfer.
We also believe that the ITC should retain its jurisdiction over
antidumping and countervailing duty injury determinations.
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AIA believes that development of overall U.S. export policy
should be part of the trade office's role. Specifics of that policy, for
example, the details of its application in specific industries, license
requests and industrial analysis, should remain with Commerce.

Responsibility for maintaining and improving product nomencla-
ture systems, including domestic and internatior.al comparability
and harmonization, now rests with the Committee for Statistical
Annotation of Tariff Schedules, the so-called 484(e) Committee, and
the ITC. Together, they have labored at these complex and thank-
less tasks with professionalism and dedication. If these functions
were to be moved, and we do not necessarily recommend that they
do, the new locus would more properly be the President's trade
policy analysis staff and not the Department of Commerce.

AIA would also like to take this opportunity to suggest that this
committee consider that a new commission be established to study
the outlook and alternatives for U.S. international trade for the
coming decade and report to the Nation on how best we can meet
the challenges which lie ahead. Such commissions in the past have
performed a valuable educative function, but even the report of the
Williams Commission in 1971 has been outdated by the overwhelm-
ing changes i.; world trade since its publication.

The areas to be investigated by a new commission should include
but go beyond the subjects studied by the Williams Commission.
They include international competition in research and develop-
ment, structural and sectoral employment in the United States,
energy as it relates to trade, international protection of confiden-
tial business information submitted by nonresident corporations for
U.S. governmental regulatory purposes, U.S. tax policies, and dis-
pute prevention as well as dispute settlement mechanisms.

A restructuring of our national policymaking function may bring
improvements, but the root problem is a lack of guidance as to the
direction of that policy. We feel a commission could provide the
basis for that leadership and get a new trade policy office off to a
running start.

This exercise in reorganization is a timely and necessary one
insofar as it is directed toward creating a strong international
trade policymaking entity. Reorganization of the operational bu-
reaucracy for trade strikes us as much less important. The ability
to create a strong trade policy is of utmost importance. With such a
policy firmly endorsed by the President, a strong trade policy office
will be able to provide direction to administering agencies what-
ever their location. Lack of such direction and oversight has per-
mitted conflicting applications of trade laws by the various agen-
cies. We believe a Presidential trade office will go far toward
obviating the need for extensive reassignment of administrative
tasks.

Thank you. We welcome any questions you may have.
[Mr. Maxwell's prepared statement follows:]

TESTMONY OF RICHARD MAXWELL, VicE PRESIDENT, ASSOCIATED DRY GOODs CORP.,
PRSIDENT, AMlRICAN IMPORTER8 ASSOCIATION

SUMMARY

There should be established in the Executive Office of the President an office to
develop a long term trade policy coordinated with other major domestic and foreign
policies. The head of this office should be a member of the President's cabinet. The
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office should have an expanded policy coordination and analysis staff. The office
should have all trade negotiating authority and sufficient power implementation of
negotiated agreements. It should not be part of or associated with an existing
constituency-based department. The office should be created legislatively and its
head should be appointed subject to Congressional confirmation.

A trade office such as we describe with oversight authority over the administra-
tion of trade programs in other agencies will lessen the perceived need to alter
existing administrative assignments. Antidumping and countervailing duty enforce-
ment, including injury determinations, and section 337 administration, should
remain with the Treasury Department and the International Trade Commission.

AIA recommends that the Congress take this opportunity to establish a commis-
sion, in the nature of the 1971 Williams Commission, to develop advice regarding
the directions future U.S. trade policy ought to take in light of the significant
developments in the world marketpl. .e, domestic industry, and the changes in the
GATT.

Mr. Chairman and members of the committee, my name is Richard Maxwell. I am
Vice President of Associated Dry Goods Corporation of New York City. My company
operates sixteen quality department store divisions throughout the country, as well
as the Sycamore Specialty Stores in the Midwest. Included in the Associated family
of stores are the nationally known Lord & Taylor, Robinson's in California, and
Goldsmith's in Phoenix. I appear here in my capacity as President of the American
Importer's Association (AIA), 420 Lexington Avenue, New York City. I am accompa-
nied by Barry Nemmers, Staff Attorney for AIA.

The Amencan Importers Association is a non profit organization formed in 1921
to foster and protect the importing business in the United States. As the only
association of national scope representing American companies engaged in the
import trade, AIA is a recognized spokesman for importers throughout the nation.

We welcome this opportunity to present our views on the question of reorganizing
the federal government's international trade functions.

I. INTRODUCTION

The issue of trade function reorganization can best be considered in the context of
the problems future trade policy will have to address and the role envisioned for
that trade policy as it relates to other national policies. The United States has
maintained a long tradition of liberal trade policies; this tradition has been a
foundation for healthy international and U.S. economy. However, in the recent
years the trade restricting behavior of trading nations has become more sophisticat-
ed, and the stakes have risen dramatically. These factors together with the negotia-
tion of comprehensive, but experimental, agreements restricting the use of non-
tariff barriers pose new problems to the U.S. as the leader on liberal trade. Will the
United States be able to encourage adherence to the new agreements on the part of
our trading partners? Will we be able to discipline our own tendencies toward
protectionism in accoraance with the terms of the MTN? AIA is more concerned
that both questions be answered affirmatively by future U.S. trade policies than
with who develops those policies. We also are concerned that future policymakers
take active cognizance of the increasing interrelationship between international
trade policy and national economic, defense, agricultural, consumer, and foreign
policies. Finally, we believe that futur. trade policymakers must make the hard
choices necessary to establish an effective and comprehensive export program.

The efforts of this Congress to reorganize federal trade functions are a necessary
first step in elevating the priority of trade policymaking, and, thus, addressing these
concerns. We have concluded that only a new entity in the Executive Office of the
President will have the political power and authority to elevate this priority and
ensure the implementation of the policy that it sets.

Contributing to the effectiveness of past U.S. trade policies, 'iowever, has been the
healthy interagency debate over the specifics of those policies. We hope that any
new policy making framework will continue to encourage this exchange of diverse
views between departments as well as between diverse national interests rather
than stifle it.

Future policymaking also will require input from the highest quality policy analy-
sis and research staffing. The objective of thoughtful, comprehensive planning re-
quires an aggressive, creative and professional in-house staff. Such a staff of ade-
quate size and with a comparable mission does not now exist in any department or
agency, and should be authorized as part of any reorganization action by this
Congress.

We are not confident that a new department can competently play all these roles.
The consolidation of existing agencies into the two new Departments of Transporta-
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tion and Energy have failed to meet the goal envisioned for a trade and investment
department: the development of effective national policies in their respective areas.
We question whether a new department devoted in international trade would be
any more successful.

II. BASIC ORGANIZATION STRUCTURE

This Subcommittee's Release No. 33 suggests three approaches to reorganization.
Many other variations have been offered by others. AIA believes that the missing
element in our present international trade activities is a publicly-enunciated,
thoughtful, long term trade policy to which the President is firmly committed. No
entity in the government today is charged with the task of developing and coordi-
nating U.S. trade and investment policy with attention to its present and future
relationships with other national policy issues. Nor is there a primary mandate in
any office to coordinate these policies with the need to expand U.S. international
trade or to maximize consumer benefits from international trade.

AIA believes that a strong policymaking office in the Executive Office offers the
best opportunity to fill this void and create strong trade programs with appropriate
interfacing with major national policies. Only an office close to the President can
coordinate these diverse interests.

We feel that the following are necessary characteristics for structuring such an
entity:

It should be located in the Executive Office of the President so as to hold a
position of primacy and authority on international trade issues.

The officer directly responsible for developing policy should be a member of the
President's Cabinet.

The entity should have policy coordination and analysis staffs which are profes-
sional, permanent and large enough so as to command the respect of other depart-
ments and agencies.

The entity should have trade negotiation authority.
The entity should have sufficient power to see that negotiated agreements are

implemented in the U.S. and to ensure foreign adherence to the agreements.
The entity should not be part of or associated with any existing department which

has a long-standing constituency.
The appointment of the head of the entity should be subject to Congressional

confirmation.
The new entity should be mandated by legislation.
Beyond these characteristics, we believe that little or no change need be made in

the present assignment of trade program administration among the departments.
The following paragraphs express some of the reasons why we believe each of the

characteristics is essential.
(A) The entity should be placed in the Executive Office of the President.
The development of trade policy can never be isolated as an independent subject.

Even if trade functions are removed from existing departments to a new, consoli-
dated department, the old departments will continue to have valid interests in
trade. New offices will socn regenerate within the departments, and interagency
jurisdictional conflicts wi!l reappear.

Rather than discouraging the espousal of valid interests, these views should be
channeled into a focal entity with t'he authority and independence to choose be-
tween and balance competing views and then enforce the policy ultimately selected.
Only the Office of the President is in such a position.

One of the forces behind the rising interest in reorganization is the recognition
that international trade policy is no longer to be treated as an offshoot of domestic
economic policy or foreign and defense policies, but that it must be considered on an
equal footing and that other policies may at times need to accede to its demands.
Such a readjustment of attitude requires that the President bring his presence fully
to bear on all policy determinations as a whole. He can best do that by designating
international trade policy making as important tnough to warrant a place beside
the National Security Council, the Council of Economic Advisors, and the Ambassa-
dor to the United Nations. Consolidation into a few or existing department would
move the subject away from the President

(B) The head of a new entity should be a member of the President's Cabinet.
In a new department, the Secretary would be a member of the Cabinet but only

as one among equals without special authority to decide interdepartmental disputes.
His or her voice could not be expected to carry the special kind of authority that we
are suggesting is necessary. The present STR has had that iuthority but only for
trade negotiation purposes. An officer with the even broader mandate of setting
trade policy for the government will need even a stronger hand.
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As a corollary, it is important, as the Congress considers strengthening the Trade
Policy Committee or creating a similar "trade council", to ensure that the head of
any new entity not be made subordinate to such a committee or council but only be
advised by it. Efforts by previous administrations to establish interagency commit-
tees as the primary policymaker have been recognized as ineffective. International
trade policy must be the only responsibility of the primary policymaker.

If trade policy were to be consolidated with existing Department of Commerce
functions, it would be forced to compete for the attention of the Secretary with the
department's domestic commercial and non-commercial missions including even
such agencies as the Bureau of the Census, the National Oceanic & Atmospheric
Administration, and the U.S. Fire Administration. Trade policy clearly would
become lost in Commerce's bureaucratic morass. and the person responsible solely
for international trade would not sit as a member of the Cabinet.

(C) The entity must have a professional analysis staff.
One shortcoming of the STR is that it is not !arge enough to do the statistical and

policy research and analysis necessary for the development of trade policy even
without the additional tasks of coordinating trade policy with other national poli-
cies. It presently receives much of its support from the International Trade Commis-
sion. The addition of overall policy development and oversight, however, requires
that an additional analytical capability be given to the new entity. The National
Security Council provides an excellent example both for professionalism and size.
Failure to increase the STR's analytic, if not its statistical, capabilities may be the
most serious defect in the President's reorganization proposal.

The staffs size must be restrained, however. The Department of Commerce is an
example of analysis growing beyond demonstrated need-where analysis becomes
more a function of competition for attention than of support for decision-making. In
a department, all too often, the numbers of personnel become equated with power
and effectiveness. This tendency is more restrained in the Executive Office.

(D) The entity should have trade negotiation authority; and
(E) The entity must have the power to ensure that trade agreements are imple-

mented.
This entity should be empowered to conduct all U.S. trade negotiations. It must

have the authority and personnel to ensure that policy resulting from negotiated
agreements is carried out by tihe responsible administering agency. It should also be
able to bring pressure on other signatories to adhere to the provisions of the
agreement. The entity should be authorized personnel levels adequate to allow it to
maintain active and visible U.S. representation at the GATT and in UNCTAD.

(F) Trade policy should not be assigned to a consistituency-based department.
An entity with authority to develop international trade policy must not be "cap-

tured" by any single constituency. It must be accessible and sensitive to the needs of
all partisan and sectoral interests, but it must hold itself in a position to be able to
say no to any demands not in the overall national interests. A new department
would be more easily "captured" than an office in the White House.

The entity must also be in a position to give serious consideration to interests
which do not wield strong, organized political influence such as the consumer, the
poor, and those persons living on fixed incomes. These citizens through lack of an
interested forum are forced to bear the related costs of inflation and the costs of
import restrictions.

(G) The appointments of the chief policy officers should be confirmed by the
Congress; and

(H) The new entity should be established by an Act of Congress.
The new entity must have the authority of a statutory mandate. In its operations,

the entity must be perceived by our trading partners not merely as an arm of the
President but as an entity backed by the authority of both the President and the
Congress.

III. UNFAIR TRADE STATUTES

Bureaucratic perception that the President has developed a coherent trade policy
to which he is committed will lessen much of the independence exhibited in the past
by trade programs administrators. Therefore, we see little need to shift resFonsibili-
ty foi antidumping, countervailing duty, and steel trigger price mechanism enforce-
ment if our recommendations are implemented.

We largely agree with the President's proposals for strengthening the STR to
empower it to develop and coordinate trade policy, although we believe the STR
should have its own analysis staff. We disagree with the President's recommenda-
tion that the administration of the antidumping and countervailing duty laws and
related functions should be assigned to the Department of Ccmmerce.
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While we recongnize the political pressure to remove antidumping and counter-
vailing duty enforcement from the Treasury Department, we believe that all parties
will be better served by leaving that responsibility in Treasury with certain modifi-
cations and with oversight by the new trade entity of the Trade Policy Committee.
Pressure for this change arose out of Treasury's delay in several prominent cases
and from a perception of bias in the Department against strict application of these
statutes. The Department has made significant changes in its practices in the past
two years which have more than adequately answered the criticism regarding delay.
Continued oversight by the President, the TPC, and the Congress will ensure that
these new practices continue. The Trade Agreements Act has circumscribed the
administering authority's discretion so drastically that the criticism regarding a
free trade bias, if ever true, is no longer valid.

On the other hand, transfer of this highly complex area to Commerce, which has
no experience in the area and which has a clearly recognized protectionist bias-a
bias which was not as severely circumscribed by the Act-will only exac. rbate the
problem. Delays and improper judgments engendered by inexperience will result in
continuing critcism.

Responsibility for enforcing the antidumping and countervailing duty laws should
belong wholly to one agency or department. An unworkable approach would be to
leave investigations with the Customs Service while assigning the task of making
determinations to a department or agency other than Treasury. Similarly, the
responsibility for accepting undertakings by foreign governments or exporters
should belong to the same department.

We see no compelling reason to transfer the administration of section 337 of the
Tariff Act of 1930 even if the Treasury Department's responsibilities under the
antidumping and countervailing duty laws were removed to Commerce. We can
perceive no shortcomings in the ITC's section 337 administration that would be
cured by such a transfer. We also believe that the ITC should retain its jurisdiction
over antidumping and countervailing duty injury determinations.

IV. INDUSTRIAL ANALYSIS; EXPORT PROMOTION

While the President's trade policy office we envision should be charged with
developing a realistic export policy and overall export programs, it must maintain a
"commercial neutrality. This office would be compromised as an objective poiicy-
maker if it were to become identified with specific domestic (or international)
interests. Industrial analysis should remain with the Department of Commerce
which might propose policy alternatives based on its analysis for selection by the
trade office.

Responsibility for maintaining and improving product nonmenclature systems,
includng domestic and international comparability and harmonization now rests
with the Committee for Statistical Annotation of Tariff Schedules (the "484(e)
Committee) and the International Trade Commission. Together they have labored at
these complex and thankless tasks with professionalism and dedication. If these
functions were to be moved, the new locus would more properly be the President's
trade office and not the Department if Commerce.

AIA believes that the development of a comprehensive U.S. export policy would
be an integral part of the trade office's role. Specifics of that policy-the details of
its application in specific industries or license requests, for example-should remain
with Commerce. Other departments would also have certain administrative respon-
sibilities-Treasury for any tax-related programs, for example.

V. A NATIONAL COMMISSION

An assumption implicit in our statement today ig that a new trade office will
have as a first order of business an analysis of current U.S. trade posture and
proposals for the direction of future policy. AIA would like to take this opportunity
to suggest that a new Commission be established to study the outlook and alterna-
tives for U.S. international trade for the coming decade and to report to the nation
on how best we can meet the challenges which lie ahead.

Such commissions in the past have performed a valuable educative function, but
even the report of the Williams Commission in 1971 has been outdated by the
overwhelming changes in world trade since its publication. U.S. trade policy today
all too often is crisis-oriented and lacks a long-term focus. The nation's export
efforts are ineffective because we still lack any real agreement about what form
export promotion bhould take. Every trade issue provokes heated debate but, all too
often, very little light. The world's economies have entered a new era; our trade
policies do not address these changed circumstances except in reaction.
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A new Commission should address as a whole our domestic and international
economic policies, the direction our vital industries are moving, the needs of the
citizenry as consumers and the problems of inflation. Its report should advise the
government, industry, and the public concerning what can be accomplished, why it
must be done, and how it can best be attempted.

The areas to be investigated include but go beyond the subjects studied by the
Williams Commission. They include international competition in research and de-
velopment, structural and sectoral employment, energy as it relates to trade, agri-
culture, international protection of confidential business information submitted by

non-resident corporations for governmental regulatory purposes, taxation, and dis-
pute prevention as well as dispute settlement mechanisms to, work toward an
internationally-accepted rule of law in international trade and commerce.

The commission should establish a pattern for future policymaking in the Presi-
dent's trade office by addressing policy issues outside of trade but which will have a

significant impact on our trade programs. For example, the U.S. Department of
Labor has decided to allow the use of Comprehensive Employment and Training Act

(CETA: funds to train sewing machine opera'ors for the domestic apparel industry.
For the apparel industry-the same rompar ies and unions which have pressured
Congress and the Administration to protect the jobs of workers now employed! The
Department of Labor now finds there is a shortage of 1,000 workers in New Jersmy's
apparel industry alone! At the same time, however, this nation has extensive
restraints on the importation of apparel items for the purpose of protecting an
industr' which claims to be unable to compete with lower-wage foreign competition.
Why then is the government preparing to train young people for careers in a
noncompetitive industry? Has the Administration made a decision to protect this
industry for the life of these new workers regardless of the costs to the consumer?
More likely, these policies were developed independently without consideration of
their interrelationship. As a consequence, we are seeing the beginning of a cycle

that will end with these CETA trained workers applying for adjustment assistance
years hence. A trade policy office must consider conflicting decisions such as these,
and a national commission ought to consider thoughtfully the direction that office
should take. It would seem more logical, for example, for CETA funds to be used to
encourage training in industries which are competitive in the international market-
place. These decisions are difficult, but as £ nation we must begin to predict where
events are leading us.

A restructuring of our national trade policymaking function may bring improve-
ments, but our root problem is a lack of guidance as to what directions that policy
should take. We feel that a Commission could provide the basis for that leadership.

Vl. CONCLUSION

This exercise in reorganization is a timely and necessary one insofar as it is
directed toward creating a strong international trade policymaking entity. Reorgani-
zation of the operational bureaucracy for trade strikes us as much less impor' - t.

The ability to create a strong trade policy is the heart of the problem. With buch
a policy, firmly endorsed by the President, a strong trade policy office will be able to
provide direction to administering agencies whatever their location. Lack of such
direction and oversight has permitted conflicting applications of trade laws by the
various agencies. We believe that a Presidential trade office will gr far toward
obviating the need for extensive reassignment of administrative tasks.

As this Committee considers the alternatives for trade reorganization, we urge
you to give serious thought to the realities of a bureaucracy. What will happen in
departments with a natural interest in trade which are stripped of existing trade
responsbilitity? Are they not likely to regenerate similar offices in the near futures

On the other hand, can the injection of new responsibilities revitalize an overgrown,
lethargic Department of Commerce? Will the mere transfer of administrative re-
sponsibilities significantly alter the present policy orientation of those offices?

In our experience, we are pessimistic that administrative reorganization will
cause fundamental improvement. We greatly fear that the primary result of oper-
ational reorganization will be more bureaucracy, more diffused responsibility, and

ultimately less vitality in the agencies involved with international trade.

Mr. GUARINI. Thank you, Mr. Nemmers.
Frjm what you state, I assume that you would be against a

separate department of international trade; is that correct?
Mr. NEMMERS. I don't think we would be strongly opposed to it.

However, we feel it has numerous disadvantages which concern us.
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Immediately comes to mind the creation of the two new Depart-
ments of Transportation and Energy in the last 10 years, which
were assigned similar mandates and similar roles; that is, to create
a strong national policy in their appropriate areas. Both have come
under severe criticism for failing to do that, and I really wonder
whether a department of trade would be able to do any better.

We are also conceried that a department of trade would stand as
one among equals, among the other departments, all of whom must
necessarily retain an interest in trade, as the preceding witness
stated, and whether that new department would have the authori-
ty to both develop and then see to the enforcement of that policy
among all the other agencies and departments is a question that
we wonder about.

Mr. GUARINI. You have called for creation of a new policy de-
partment which would be an additional agency with the new struc-
ture. We had formerly the Council of International Economic
Policy Commission, which was disbanded. Are you suggesting now
that we resurrect and revive this old policymaking commission
that was disbanded?

Mr. NEMMER8. This is not directed toward our suggestion of a
national commission, which would be totally independent, a blue
ribbon panel, in effect. But your question is appropriate. Several of
the points that we make about a new trade policy office go towards
this.

We are talking more in terms cf expanding the STR. Instead of
making it a special trade representative for negotiations, making it
a trade policy office in the Office of the President.

Mr. GUARINI. Why can't we then expand the STR to include
broader policy making questions than it presently has instead of
creating an extra agency which would only be duplication and
overlapping of jurisdiction?

Mr. NEMMERS. Essentially yes, as long as there is a clear delinea-
tion made between the old STR and the new offi :e, so we are not
just sliding into an extension of the STR with perhaps a few extra
duties. I am concerned, and AIA is concerned, about the suggestion
of a new CIEP. CIEP and several other preceding committees in
the White House did not serve a purpose, and one of the main
reasons is that the people who served on thcse committees did not
have trade as their primary responsibility and did not devote full
time to trade. If such a committee were to be reestablished, and I
think a better suggestion would be to use the existing Trade Policy
Committee, the STR or the new trade policy officer should have
primacy over that committee. That committee would work in con-
junction with the STR, but a single person must necessarily be in
charge of developing trade policy.

Mr. GUARINI. Fundanentally, you are not actually suggesting an
additional agency?

Mr. NEMMER8. No, we are not.
Mr. GUARINI. Thank you very much.
Mr. Fisher?
Mr. FISHER. No questions.
Mr. GUARINI. Thank you, Mr. Nemmers.
The committee welcomes the International Association of Ma-

chinists & Aerospace Workers, represented by Helen M. Kramer,
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assistant to the director for international affairs, presenting a
statement of William W. Winpisinger, the international president.
We welcome you and appreciate any remarks you may want to
make for the record.

STATEMENT OF WILLIAM W. WINPISINGER, INTERNATIONAL
PRESIDENT, INTERNATIONAL ASSOCIATION OF MACHINISTS
& AEROSPACE WORKERS, AFL-CIO, AS PRESENTED BY
HELEN M. KRAMER, ASSISTANT TO THE DIRECTOR FOR IN-
TERNATIONAL AFFAIRS
Ms. KRAMER. Thank you, Mr. Chairman. With your permission, I

will not read the entire statement into the record, but will try to
summarize.

In judging various reorganization proposals we seek a plan that
best satisfies three criteria:

First, creation of unified direction and responsibility in the for-
mulation of trade policy covering the areas of negotiations, export
promotion and enforcement.

Second, maintaining the interagency consultative process, with a
central role for the U.S. Department of Labor in all interagency
committees concerned with international trade policy;

Third, maintaining an effective private sector advisory role.
We believe it is vital to our national interests that the Congress

and administration act quickly to reorganize international trade
functions before the new trade agreements go into effect. Already
we are witnessing a slackening of effort and policy direction, while
the Office of the Special Trade Representative drifts without lead-
ership. Experienced and talented personnel cannot be retained nor
attracted to government service while organizational questions are
unresolved, and in this vacuum some of our most able trade negoti-
ators have already gone into private law practice.

It was with these concerns that we examined the administra-
tion's reorganization proposal, as presented by James T. McIrtyre,
Jr., Director of the Office of Management and Budget, to the House
Government Operations Committee.

In the area of basic organizational structure, the administration's
proposal is seriously deficient. It does not achieve the goal of uni-
fied trade policy direction. Instead, it creates divided responsibil-
ities bet' -een the Executive Office of the President and a renamed
Department of Commerce. Three officials would speak for the ad-
ministration in trade policy matters: The U.S. Trade Representa-
tive, the Secretary of Trade and Commerce, and a newly cm'ated
Under Secretary for Trade. Nothing in the proposal as presented
by OMB indicates which of these officers would have the final word
in the event of a disagreement. Deadlocks would end up being
resolved by someone on the White House staff who is unlikely to be
an expert on trade.

We do not believe that the Department of Commerce as present-
ly organized is capable of carrying out the role assigned to it in the
OMB proposal. Until the department is streamlined by a major
pruning effort, it will be unable to attract the top quality, high-
level personnel required by the task. We agree that the Commerce
Department should administer the export promotion program, and
should have an under secretary for export promotion, but do not
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consider the department capable of formulating export policy. The
department will have more than enough to do in developing its
capability to conduct industrial sector analysis, in which it is pres-
ently woefully deficient.

Of the available options for organizational structure, the propos-
al to create a new department of trade fails to satisfy our second
criterion, which is intended to insure that labor concerns are ade-
quately represented in the formulation and implementation of
trade policy. We therefore support the proposal in H.R. 4995 to
create an independent special trade agency, whose director would
have the primary authority within the executive branch for all
trade policy functions. This agency should assume trade responsi-
bilities now carried out or directed by the Department of State.

Under the administration's reorganization proposal, the policy
coordination role played by the Interagency Trade Policy Commit-
tee would be continued, but with substantive modifications by Ex-
ecutive order that are totally unacceptable.

The proposed Executive order would, on the surface, expand the
jurisdiction of the Trade Policy Committee, TPC, but would reduce
its direct input into trade matters. The requirement in section 3(b)
of Executive Order 11846 that STR submit the TPC's advice and
recommendations to the President would be eliminated, thus in-
creasing STR's discretionary power. OMB also proposes to elimi-
nate the requirement in section 3(c) that TPC recommendations on
basic policy issues shall guide the administration of the trade
agreements program.

The most important and objectionable change proposed by OMB
is the creation of a new trade negotiating committee, TNC, with
direct responsibility for managing negotiations, from which the
Department of Labor would be excluded. Although the TNC is
described as a subcommittee of the Trade Policy Committee, there
is no description of actual interaction between them and no report-
ing requirement in the OMB proposal. OMB would eliminate the
requirement in the current executive order that the TPC be kept
informed of the status and conduct of negotiations and be consulted
on the basic policy issues arising during negotiations. Instead, the
TNC would oversee negotiations, and STR would have only to
consult the TPC on policy questions. This means that there would
be no representation in trade negotiations of the Government
agency whose responsibilities include assessment of the domestic
employment impact of any trade agreement. Th. labor movement
cannot accept this. It would cripple the unions' role in the private
sector advisory process.

We welcome, however, the administration's recognition of the
importance of foreign investment policy to trade concerns by ex-
panding the TPC's coordinating role to this area. With respect to
the effective enforcement of the unfair trade laws, in our view
effective enforcement of our laws against unfair trade practices
requires three elements: first, that enforcement be given priority;
second, that it be the sole responsibility of an official at the assist-
ant secretary level; and, third, that it be administered by a sepa-
rate unit with adequate staffing in numbers and qualifications.
This means that the top investigative personnel of the Customs
Service must be based in the administering agency.
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These three elements would insure clear responsibility and ac-
countability. Policy direction, however, must come from the special
trade agency.

The administration proposes to place enforcement of the anti-
dumping and countervailing duty statutes in the Commerce De-
partment. Other trade enforcement matters would be located in
STR.

It is our view that the Commerce Department lacks the expertise
to administer the antidumping and countervailing duty statutes,
and that enforcement cannot be left to Customs Service personnel
whose primary concerns and experience have lain in enforcement
of the drug laws. New investigators should be hired and based in
Washington.

On the question of a commercial service to improve U.S. export
promotion activities, the administration proposes to create a foP-
eign commercial service based in the Commerce Department.
While we agree that the Foreign Service commercial attaches
cannot do an adequate job of assisting American businesses to gain
export markets, we do not regard the creation of a large commer-
cial service as a top priority at this stage. Rather, we believe it is
much more important to place highly qualified personnel with
business backgrounds, by either education or experience, in key
posts overseas. Small U.S. Government offices should be estab-
lished in Brussels, Paris, London, and Tokyo to monitor foreign
compliance with the nontariff barrier codes, in particular the Gov-
ernment Procurement Code, and to assist U.S. businesses in estab-
lishing export markets. Legislation should bar U.S. commercial
service personnel from assisting U.S. businesses to make foreign
investments.

We oppose the creation of a foreign commercial service that
would base personnel permanently overseas. Such personnel lose
touch with realities back home, and tend to subordinate domestic
interests to the niceties of international diplomacy. We therefore
support the idea of rotating these personnel among Washington,
domestic field offices and foreign posts.

To conclude, of the various trade proposals submitted, the one
that comes closest to addressing our concerns is H.R. 4995, submit-
ted by Representative Gillis Long.

I will respond to any questions you may have.
[Mr. Winpisinger's prepared statement follows:]

STATEMENT OF WILUAM W. WINPISINGER, INTERNATIONAL PRESIDENT,
INTERNATIONAL ASSOCIATION OF MACHINISTS AND AEROSPACE WORKERS, AFL-CIO

SUMMARY OF COMMENTS

Basic organizational structure
1. OMB's proposal fails to create clear leadership responsibility in trade policy

and enforcement.
2. Trade policy leadership should be placed in a separate Cabinet level Special

T ade Agency.
3. The Department of Commerce must be reorganized to make it capable of

carrying out an export promotion program.
4. Jurisdiction of the interagency Trade Policy Committee should be expanded, as

proposed by OMB.
5. Membership of the proposed Trade Negotiating Committee should include the

U.S. Department of Labor.
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Enforcement of the unfair trade laws
1. Enforcement of the antidumping and countervailing duty statutes must be the

sole responsibility of an official at the Assistant Secretary level.
2. Enforcement must be administered by a separate unit and given sufficient

staffing.
3. Tfe Commerce Department lacks the expertise to administer these statutes
4. The investigatory personnel of the U.S. Customs Service must be based in the

administering agency.
5. Enforcement cannt be separated from trade policy formulation.

Commercial service
1. First priority should be establishment of offices in Brussels, Paris, London ard

Tokyo to monitor implementation of the trade agreements.
2. U.S. commercial service persor.nel should rotate among Washington, domestic

field offices and foreign posts.
3. Legislation should bar commercial service personnel from assisting U.S. busi-

nesses to make foreign investments.
Mr. Chairman and members of the subcommittee, we welcome this opportunity

the Committee on Ways and Means has afforded us to express the labor movement s
concerns in reorganization of the Federal Government's international trade
functions.

In judging various reorganization proposals, we seek a plan that best satisfies
three criteria:

1. creation of unified direction and responsibility in the formulation of trade
policy, covering the areas of negotiations, export promotion and enforcement;

2. maintaining the interagency consultative process, with a central role for the
U.S. Department of Labor in all interagency committees concerned with interna-
tional trade policy;

3. maintaining an effective private sector advisory role.
Everyone concerned with trade issues is well aware of the labor movement's lone-

standing criticisms of the executive branch's performance in the trade are:. A.
particular sore point has been the failure of the Treasury Department to entorce
U.S. trade laws, to the detriment of the nation's balance of trade, negotiating
strength with other nations, and domestic employment and investment. A more
fundamental criticism, one that goes to the conceptual core of trade policy, is the
failure until now to recognize that in a world of mobile capital and technology,
effective trade policy cannot be formulated in isolation from foreign investment
policy.

We believe it is vital to our national interests that the Congress and Administra-
tion act quickly to reorganize international trade functions before the new trade
agreements go into effect. Already we are witnessing a slackening of effort and
policy direction, while the Office of the Special Trade Representative drifts without
leadership. Experienced and talented personnel cannot be retained nor attracted to
government service while organizational questions are unresolved, and in this
vacuum some of our most able trade negotiators have already gone into private law
practice.

It was with these concerns that we examined the Administration's reorganization
proposal, as presented by James T. McIntyre, Jr., Director of the Office of Manage-
ment and Budget, to the House Government Operations Committee.

Basic organizational structure
In the area of basic organizational structure, the Administration's proposal is

seriously deficient. It does not achieve the goal of unified trade policy direction.
Instead, it creates divided responsibilities between the Executive Office of the Presi-
dent and a renamed Department of Commerce. Three officials would speak for the
Administration in trade policy matters: the United States Trade Representative, the
Secretary of Trade and Commerce, and a newly created Under Secretary for Trade.
Nothing in the proposal indicates which of these officers would have the final word
in the event of a disagreemer t. Deadlocks would end up being resolved by someone
on the White House staff who is unlikely to be an expert on trade.

We do not believe that the Department of Commerce as presently organized is
capable of carrying out the role assigned to it in the OMB proposal. Until the
Department is streamlined by a major pruning effort, it will be unable to attract
the top quality high level personnel required by the task. We agree that the
Commerce Department should administer the export promotion program, and
should have an Under Secretary for Export Promotion, but do not consider the
Department capable of formulating export policy. The Department will have more
than enough to do in developing its capability to conduct industrial sector analysis,
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in which it is presently woefully deficient. We have much to learn from other
industrialized nations in this respect.

Of the available options for organizational structure, the proposal to create a new
Department of trade fails to satisfy our second criterion, which is intended to ensure
that labor concerns are adequately represented in the formulation and implementa-
tion of trade policy. We therefore support the proposal in H.R. 4995 to create an
independent Special Trade Agency, whose director would have the primary author-
ity within the executive branch for all trade policy functions. This agency should
assame trade responsibilities now carried out or directed by the Department of
State, including representation at the General Agreement on Tarriffs and Trade,
the Organization for Economic Cooperation and Development, the United Nations
Conference on Trade and Development, all bilaterial trade negotiations, interna-
tional commodity negotiations and trade relations with non-market economies.

Under the Administration's reorganization proposal, the policy coordination role
played by the interagency Trade Policy Committee would be continued, but with
substantive modifications by executive order that are totally unacceptable.

The proposed executive order would on the surface expand the jurisdiction of the
Trade Policy Committee (TPC), but would reduce its direct input into trade matters.
The requirement in Section 3(b) of Executive Order 11846 that STR submit the
TPC's advice and recommendations to the President would be elimin- ed, thus
increasing STR's discretionary power. OMB also proposes to eliminate the require-
ment in Section 3(c) that TPC recommendations cn basic policy issues "shall guide"
the administration of the trade agreements program.

The most important and objec.ionable change proposed by OMB is the creation of
a new Trade Negotiating Committee (TNC) with direct responsibility for managing
negotiations, from which the Department of Labor would be omitted. Although the
TNC is described as a subcommittee of the Trade Policy Committee, there is no
description of actual interaction between them and no reporting requirement in the
OMB proposal. OMB would eliminate the requirement in Section 3(b) of the current
Executive Order that the TPC be kept informed of the status and conduct of
negotiations and be consulted on the basic policy issues arising during negotiations.
Instead, the TNC would oversee negotiations, and STR would have only to consult
the TPC on policy questions. This means that there would be no representation in
trade negotiations of the government agency whose responsibilities include assess-
ment of the domestic employment impact of any trade agreement. The labor move-
ment cannot accept this. It would cripple the unions' role in the private sector
advisory process.

We welcome, however, the Administration's recognition of the importance of
foreign investment policy to trade concerns by expanding the TPC's coordinating
role to this area.

Enforcement of the unfair trade laws
Effective enforcement of our laws against unfair trade practices requires three

elements: first, that enforcement be given priority; second, that it be the sole
responsibility of an official at the Assistant Secretary level; and third, that it be
administered by a separate unit with adequate staffing in numbers and qualifica-
tions. This means that the top investigative personnel of the Customs Service must
be based in the administering agency.

These three elements would ensure clear responsibility and accountability. Policy
direction, however, must come from the Special Trade Agency.

The Administration proposes to place enforcement of the antidumping and coun-
tervailing duty statutes in the Commerce Department. Other trade enforcement
matters would be located in STR.

It is our view that the Commerce Department lacks the expertise to administer
the antidumping and countervailing duty statutes, and that enforcement cannot be
left to Customs Service personnel whose primary concerns and experience have lain
in enforcement of the drug laws. New investigators should be hired and based in
Washington.

Commercial service
To improve U.S. export promotion activities, the Administration proposes to

create a foreign commercial service based in the Commerce Department. While we
agree that the Foreign Service commercial attaches cannot do an adequate job of
assisting American businesses to gain export markets, we do not regard the creation
of a large commercial service as a top priority at this stage. Rather, we believe it is
much more important to place highly qualified personnel with business back-
grounds, by either education or experience, in key posts overseas. Small U.S. Gov-
ernment offices should be established in Brusels, Paris, London and Tokyo to
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monitor foreign compliance with the non-tariff barrier codes, in particular the
Government Procurement code, and to assist U.S. businesses in establishing export
markets. Legislation should bar U.S. commercial service personnel from assisting
U.S. businesses to make foreign investments.

We oppose the creation of a foreign commercial service that would base personnel
permanently overseas. Such personnel lose touch with realities back home, and tend
to subordinate domestic interests to the niceties of international diplomacy. We
therefore support the idea of rotating these personnel among Washington, domestic
field offices and foreign posts.

To conclude, of the various trade reorganization proposals submitted, the one that
comes closest to addressing our concerns is H.R. 4995, submitted by Representative
Gillis Long.

Mr. VANIK. The proposal that your organization sponsors is sub-
stantially the Long bill, which provides really for a department.
Isn't that the substance of it?

Ms. KRAMER. Well, it is my understanding that the special trade
agency--

Mr. VANIK. You would make the STR an independent agency?
Ms. KRAMER. Thac is right. It would be based on the present

STR.
Mr. VANIK. I have been through many problems, as you know

about, and Mr. Winpisinger knows about. For example, when I had
problems relating to the fastener industry, the nut/bolt industry. If
the STR had not had as close a relationship to the White House,
those problems would have been much more difficult to resolve.
The high visibility of STR with his position in the President's
circle, really a step you might say above Cabinet level is very
important. I think he has that in mind when he nominates a
person of stature to take over the Bob Strauss function. It seems to
me that we would put in jeopardy one of our very, very effective
methods of getting to the highest level of the administration, if we
would sacrifice the present role. This way, we have the advantage
of the magnitude of the office that has been developed through Bob
Strauss' administration; we have the potential for carrying on the
same sort of thing in the appointment of Governor Askew. How do
we respond to that? You know, this is not only an organization by
rule; it is an organization by people, and, of course, we have to
think about it over the long term, beyond these personalities, what
is going to happen beyond these personalities, but I want to tell
you that I think my problems in the past would have been much
more difficult-our problems-if it were not for the relationship,
the unique relationship the STR had with the President.

Ms. KRASER. Mr. Chairman, I completely understand your con-
cerns, and one of the difficulties we have in dealing with the
various reorganization proposals is the constraints imposed by
OMB in insisting that the staffing of the Executive Office of the
President cannot be expanded. STR cannot do an adequate job, in
particular, in enforcing the trade laws and in monitoring the im-
plementation of the new trade agreements without sufficient per-
sonnel.

This has been one of the basic handicaps in enforcing the laws
under the Treasury Department, where essentially they had only
12 people concerned with enforcement.

It is my understanding-
Mr. VANIK. Are you not comforted with a stronger law? We have

writtc..; a much stronger law.
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ME. KRAMER. As you, yourself, remarked, Mr. Chairman, the law
has to be enforced by people, and we thought we had protections in
the amendments in the Trade Act of 1974, and I won't bring up the
famous color TV case again; we are all familiar with what hap-
pened there. In the Treasury Department enforcement was not a
matter of priority. There was nobody whose sole responsibility this
enforcement was who could be called before you every month and
questioned about enforcement activities.

In discussions that have been taking place among various people
and organizations concerned with this matter, concerning the cre-
ation of a special trade agency, it was a general consensus that
there should be a small staff that remains within the Executive
Office of the President that would be headed by this Special Trade
Representative, whatever that might be called under any reorgani-
zation proposal so that a strong liaison would be maintained, and
certainly with the strengthened role of the Trade Policy Committee
the close connection with the White House would be maintained
provided that the Trade Policy Committee is not weakened as
proposed by OMB by removing key functions to a subcommittee,
which they call the Trade Negotiating Committee.

Mr. VANIK. I raised some of the very questions with the adminis-
tration in the colloquy we had yesterday, and my own feeling is
that I would like to see the trade negotiator's position strengthened
over and above the President's recommendation, but I am not
really ready to say I would like to separate him from the White
House, because you know however you work it out, the White
House policy is going to weigh very, very heavily in these matters.

Ms. KRAMER. It comes back to a problem of the staffing levels.
Mr. VANIK. Well, maybe we can argue that out. It seems to me

the same amount of people are going to be involved wherever they
are. It is a case of whether they are wearing one set of hats or
another. I have always been afraid when we were transferring, and
I was one of the advocates of transferring out of Treasury some of
the functions which caused the neglect that was the problem in the
Zenith case, and yet every time I looked at reorganization, I didn't
know how we would avoid ending up with anyone else but the
same people who made the error ending up with the responsibility.
You know the title that people have to a government position, and
I don't know how that kind of thing can be avoided, and the only
way I think we can really approach the problem is try to provide
strong leadership at the top so that policy and discipline will be
exercised by a person at the top responsible.

That is one of the features of the f the Iong bill, but I would like to
strengthen the STR without severing the important link that he
has with the Presidency.

You said nothing about the Trade Commission. Are you satisfied
with those changes?

Ms. KRAMER. I can't say that we have been very happy ,vith the
performance of the ITC, but I really don't see how taking away
section 337 cases would really improve much. I view that as the
outcome of a dispute over jurisdiction between Treasury and ITC,
and it seems to me that if we were to strengthen our whole
enforcement mechanism, it might not be necessary to shift the
unfair trade practices cases out of the ITC. Again, it goes back to
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priorities and leadership and staffing, and I really saw that as
more a struggle over turf between two government agencies than
anything substantive.

Mr. VANIK. Thank you very much. Of course, the nomenclature
change also is very serious, but you consider that a turf struggle,
also?

Ms. KRAMER. Well, I haven't seen any evidence that shifting
those functions is going to result in any great improvements. You
may recall that the Trade Act of 1974 mandated the establishment
of an early warning system on import statistics, and you know we
are still waiting to see a full-fledged development of that, so that
while again the argument is used by the Commerce Department
that they were not given sufficient funding, I really question
whether very much will be accomplished.

As we pointed out in our testimony, Commerce is trying to do too
many things. Mr. Long, in his statement on the floor, referred to it
as a kind of grandmother's attic full of things of whimsical items
such as the Weather Service and the whale census. Perhaps if
Commerce were trimmed of some of these assorted functions, it
could perform more central functions more effectively, but until
there is some evidence of that, I don't see why it should be moved
from the Commission.

Mr. VANIK. Thank you very much. Send my best greetings to the
international president. He is one of the leading citizens of my
community in addition to his work here on the national scene.

I would like to call on Harvey Kaye, of Spencer & Kaye, and
Paul Plaia, Jr., of Plaia, Schaumberg & Taubman, and ask them to
please come forward. We will be very happy to have your testi-
mony. Your entire statement will be admitted into the record, as
submitted. You may summarize from it or excerpt, but I would
hope you would try to hit the high points of it.

JOINT STATEMENT OF HARVEY KAYE AND PAUL PLAIA, JR.,
ATTORNEYS, WASHINGTON, D.C.

Mr. KAYE. It was not our intent this morning to repeat what is
in our statement, and we only had but a brief statement to make to
the committee at this time.

[The prepared statement follows:]

JOINT STATEMENT OF HARVEY KAYE AND PAUL PLAIA, JR., ATTORNEYS,
WASHINGTON, D.C.

This statement only addresses the impact of reorganization upon the effective
administration of Section 337 of the Tariff Act of 1930, as amended, and opposes
removal of administration of Section 337 from the United States hInternational
Trade Commission.

PERSONAL

Harvey Kaye, whose office address is 1920 L Street, N.W., Washington, D.C., is an
attorney and is registered to practice before the United States Patent Office. His
statement is submitted on his own behalf. The law firm of Spencer & Kaye, in
which he is a partner, has a substantial number of foreign clients as well as
domestic clients who, it is believed, may benefit from the position taken herein. This
statement, however, is not being made at the request of or on behalf of any client of
the firm, or any person or organization.

Paul Plaia, Jr., whose office address is 1019 19th Street, N.W., Washington, D.C.,
is a partner in the law firm of Plaia, Schaumberg & Taubman, which has a
substantial number of foreign clients as well as domestic clients who, it is believed,
may benefit from the position taken herein. This statement however, is not made on
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behalf or at the request of any client of the firm, or any person or organization. He
was formerly employed by the General Counsel's Office, United States Tariff Com-
mission, Washington, D.C.

We have particular interest in the proposed relocation of Section 337 into an
executive agency because we have practiced for a number of years before the United
States International Trade Commission concerning Section 337 cases and have
written extensively in the area of Section 337.

OUTUNE OF STATFMENT

Recommendation that the administration of Section 337 not be transferred from
the United States International Trade Commission.

Reasons why Section 337 should not be relocated outside of Lhe United States
International Trade Commission.

Comments concerning the statutory and technical implications of a reorganization
move.

I. SECTION 337 DIFFERS FROM OTHER TRADE-TYPE ADMINISTRATIVE PROCEEDINGS AND IS
NOT READILY TRANSFERABLE TO AN EXECUTIVE AGENCY SUCH AS THE COMMERCE
DEPARTMENT

A. Section 337 is a judicial or a quasi-judicial proceeding administered by the
International Trade Commission in its capacity as an independent fact finding
agency. To carry out properly its judicial function, it is important that the trier of
fact be independent and not subject to control by those who have interests in the
outcome of the proceedings.

B. Under the 1975 amendments to Section 337, hearings are conducted pursuant
to the provisions of the Administrative Procedures Act with full "due process"
protection to all parties participating in the proceedings. In order to protect the
important due process rights now afforded under Section 337, it is necessary that
the trier of fact be free of, and completely insulated from, persons with any private
or political interest in the outcome of the proceedings.

C. To ensure that the Administrative Law Judges render independent decisions, it
is essential that their tenure not be affected in any way by the outcome of their
determinations. This is particularly significant inasmuch as the Administrative Law
Judges are an extension of the Commissioners themselves, and the Commission's
authority must be delegated to the ALJ with the institution of each investigation. It
is as a result of this political independence that the Commission has a long history
of non-partisan activities in aid of both the legislative and executive branches of
government. Furthermore, this traditional role of independence permits the Com-
mission to adapt itself to the type of judicial proceedings which are required in the
administration of Section 337, i.e., APA type proceedings.

D. At present the administration of Section 337 includes formal discovery proce-
dures as well as formal hearings before Administrative Law Judges.

E. As an important part of implementing and administering its Section 337
obligations, the Commission has promulgated rules and regulations in accordance
with the Trade Act of 1974 and under which the Commission and its Administrative
Law Judges have operated for more than three years. These rules, as passed by the
Commission and implemented by the Law Judges, are similar to those of the
Federal Rules of Civil Procedure.

F. As opposed to other types of interparty procedures, Section 337 has rigid time
limit requirements. All cases must be completed within one year, or eighteen
months for complicated cases. This creates great pressure upon the Commission, its
employees, the judges and the parties. Notwithstanding these rigid requirements,
the Commission has uniformly shown an ability to administer the statute so that
proceedings are completed timely and in a manner which is fair and just to the
parties.

G. In summary, any proposal to remove Section 337 proceedings from the Interna-
tional Trade Commission, an independent agency, to an executive department, must
be examined carefully so as not to undermine the fundamental concepts of Section
337. Since Section 337 proceedings are judicial in nature, calling for formal hearings
during which due process rights are guaranteed, it might be difficult, if not impossi-
ble, for an executive department to operate so as to assure completely these rights.

The International Trade Commission, through expedited and arduous work, has
demonstrated its ability to handle investigations in a timely manner while provid-
ing Administrative Procedure Act due process rights. The ability to administer the
proceedings under the rigid time limits has benefitted both complaining and re-

*A list of publications is attached hereto.
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sponding parties in that both sides receive a rapid decision and thereby minimize
the impediments to their business and commercial transactions. The International
Trade Commission, the individual Commissioners, the Staff and the Administrative
Law Judges have gained and continue to gain favorable experience in the laws of
unfair competition which are involved in Section 337 proceedings and in the admin-
istration of due process-type proceedings wherein a formal record and impartial fact
findings are required.

II. ADMINISTRATION OF SECTION 337 REQUIRES AN INDEPENDENT AGENCY SINCE IT EN-
TAILS JUDICIAL OR QUASI-JUDICIAL PROCEEDINGS RATHER THAN TRADE POLICY-TYPE
PROCEEDINGS

A. (1) Section 337 proceedings involve complaints concerning various types of
unfair competition including patent infringement, trade secret misappropriation
and other unfair acts. The investigation of these types of activities occurs in an
adversary setting. Parties stand before the Commission to have their rights and
obligations determined as a matter of fact and law. The Commission has been
administering this statute since 1922 and consequently possesses vast experience
with qnd has developed a body of law in connection with Section 337.

(2) When the Administration prepared a proposal for Congress concerning the
"Trade Reform Act of 1973," an amendment to Section 337 was proposed. The
Administration, in referring to domestic dealing with unfair trade practices, stated
that the authority to deal with unfair trade practices "must now be modernized if
we are to respond effectively and even-handedly to unfair import competition at
home." To effectuate this goal, the Administration sought to 'amend the current
statute concerning patent infringement by subjecting cases involving imports to
judicial proceedings similar to those which involve domestic infringement....
(Emphasis supplied.) The removal of Section 337 to an executie department might
thwart this purpose.

(3) At the time this Committee prepared its report on the Trade Reform Act of
1973 and introduced H.R. 10710, it stated that one of the bill's purposes was "to
improve the procedures and means of dealing with problems of unfair trade prac-
tices in the United States and abroad." This Committee ilndicated that Section 341,
which would have amended Section 337, would have provided that in cases involving
patent-based investigations Commission findings that the merchandise in question
should be excluded would be final.

(4) Since the Committee was concerned that under the then-existing statute
appeals to the CCPA might not be available, its proposed bill vested authority in the
Commission to order exclusion of articles in patent-based investigations to make
certain that the Commission would be subject to judicial review.

(5) That fairness was paramount in proposing amendments to Section 337 is clear
from the Committee statement that:

"The Commission would also consider the evolution of patent law doctrines,
including defenses based upon antitrust and equitable principles, and the public
policy of promoting a 'free competition' in the determination of violations of the
statute." (Committee Report at 78.)

(6) To assure fairness in Section 337 proceedings, the proposed bill required
Commission proceedings and actions to be oased upon a full hearing on a record so
as to bring these provisions into accord with the provisions of the Administrative
Procedure Act (Subchapter II of Chapter 5 of Title 5 of the United States Code).

(7) As pointed out by the Senate Finance Committee in its report on the bill: "The
full hearing required would be a full 'due process' hearing. ... " It further stated
that the Commissie, in reaching its findings should accept and consider evidence
regarding all legal and equitable defenses and to consider the evolution of patent
law doctrines.

B. The International Trade Commission proceedings under Section 337 require
adversary-type discovery similar to that available under the Federal Rules of Civil
Procedure. Decisions and enforcement of the regulations during the discovery period
involves application of sophisticated legal doctrine and precedent for which the
Administrative Law Judges and the Commission Staff have been specifically trained
and the regulations specifically designed. Prior to a positive remedy being issued by
the Commission, the party complaining of unfair acts must meet its burden of
proving that a violation of the section has taken place. This is not necessarily the
case where policy type trade proceedings take place where many factors other than
the specific facts alleged are necessarily weighed and determined.

C. Discovery and remedy of unfair acts, unlike policy determinations, should be
free of any external political or diplomatic factors which are necessarily an integral
part of administration of trade-type statutes.
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D. Pre.sertly, Section 337 reserves for the President a 60-day period during which
a Commission remedy based on its final factual and legal determination can be
vetoed and set aside. It is important to note that the Presidential action, which may
be based on foreign trade considerations, is a policy decision and is not a factual and
legal determination such as that which resulted from the International Trade
Commission proceedings.

III. TECHNICAL PROBLEMS MAY BE INSURMOUNTABLE IF SECTION 337 PROCEEDINGS
WER7 TO BE UPROOTED AND DEFERRED TO THE COMMERCE DEPARTMENT

A. Well-established rules and regulations as well as a full body of established
Commission decisions would have to be transferred under whatever decision author-
ity would be vested in the Commerce Department. In addition, the transfer of
Section 337 would cause an automatic merger in one of the President's own depart-
ments of the Presidential veto with a factual and legal judicial determination.
Consequently, special provisions would have to be developed to fully insulate Sec-
tion 337 proceedings and findings within the Commerce Department from control
and imput by executives of the Commerce Department itself and other executive
agencies.

Should the Committee have any questions concerning this statement, we would be
pleased to answer them.

Respectively submitted.

PARTIAL. LIST OF PUBLICATIONS BY H. KAYE AND P. PLAIA ON SECTION 337 OF THE
TARIFF ACT OF 1930, AS AMENDED

The Tariff Commissiun And Patents: Anatomy Of A Section J33 Action, 55 Journal
of the Patent Office Society, 346, 413, 1973.

Enforcement Of U.S Patents Against Imported Articles, Industrial Property (Octo-
ber 1974).

Revitalization Of IJn,air Trade Causes In The Importation Of Goods: An Analysis
Of The Amendments To Section dd7, 57 Journal of the Patent Office Society, 208,
269, 1975.

Unfair Competition Appeals Under The New Trade Act, 57 Journal of the Patent
Office Society, 659 (1975).

Unfair Trude In The Form Of Patent Infringement By The Importation Of Prod-
ucts Into The United States, Current Developments in Patent Law 395 (1976, PLI).

Tariff Act Section ,37 Revisited: A Review Of Developments Since The Amend-
ments Of 1975, 59 Journal of the Patent Office Society, 3, 1977.

The Relationship of Countervailing Duty And Antidumping Law To Section .17
Jurisdiction Of The U.S. International Trade Commission, 2 International Trade
Law Journal 1, 1977.

Developments In Unfair Trade Practices In International Trade: A Review Of The
Third And Fourth Years Under Section 3,7 As Amended By The Trade Act Of 1974,
61 Journal of the Patent Office Society, 115, 1979.

Mr. VANIK. You may proceed.
Mr. KAYE. We believe that for both substantive and procedural

reasons section 337 proceedings should remain where they now are,
namely, at the International Trade Commission. What has hap-
pened as a result of the Trade Act of 1974--

Mr. VANIK. Your offices are practitioners?
Mr. KAYE. That is correct. We are attorneys in private practice.
Mr. VANIK. I would like to know the specifics, technical reasons,

why you feel it would be a mistake to move.
Mr. KAYE. Well, the functions of the Commission, at least in

section 337 proceedings, appear to be primarily judicial in nature,
as is recognized by this committee in its discussion of the Trade
Act of 1974. The proceedings were at that time, as you know,
placed under the Administrative Procedures Act, and it seemed to
be important to the Congress that these proceedings be due-process
type of proceedings.

Now with this in mind and the judicial structure of the proceed-
ings in mind, we believe that proceedings of that type belong at an
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independent agency so that decisions are made strictly on the law
and on facts and not for policy reasons

Policy is not ignored under section ?37 because the policy aspect
of these proceedings is taken into consideration, or can be taken
into consideration by the President subject to a determination by
the Commission. The President can, in effect, veto any remedy
issued by the Commission in section 337 action for policy reasons,
so the policy matters are already taken care of.

That is all the statement we had today. We will be happy to
answer any questions you have.

Mr. VANIK. You didn't say anything about nomenclature trans-
fer. Does that pose any problems to you as a practitioner?

Mr. KAYE. We were trying to limit our testimony this morning to
section 337 proceedings.

Mr. VANIK. Well, on that issue I just want you to know that I
personally share your concerns on that transfer. I have aised that
question with other witnesses; I raised the question with the OMB
yesterday; and I am hoping that we can get to a policy position in
subcommittee so that we can give the administration the benefit of
our feeling on it before the final proposal comes down here, be-
cause I don't really know what sense it makes-this function is
under the Administrative Procedures Act, isn't it?

Mr. KAYE. Yes.
Mr. VANIK. How will that operate if it was transferred to Com-

merce? Can you visualize that?
Mr. KAYE. I would assume that were it to be transferred, some

type of procedure of using administrative law judges would have to
be continued in the Commerce Department the way it is set up
now.

Mr. PLAIA. Mr. Chairman, I think also somehow if it were trans-
ferred to the Commerce Department there would have to be a
separation of bodies and people within the Department and control
thereof to create the independence which already exists in the ITC.

Mr. VANIK. Then there is a question as to whether the Com-
merce Department can be objective about it.

Mr. PLAIA. As it works now, the fact findings and the conclusions
of law are recommended to the Commission by the administrative
law judge, and the Commission reviews and makes the final deter-
mination. I don't know how mechanically in the Commerce Depart-
ment that would occur other than the recommended decisions
going from the administrative law judge to the Secretary, and, of
course, the Secretary would not be independent, as I see it pro-
posed. He would be the head of an executive agency, a Presidential
appointee.

Mr. VANIK. How could a finding be challenged? The law judge
would make his finding and the Secretary would have arbitrary
discretion to do anything he wanted to, couldn't he?

Mr. PLAIA. Correct.
Mr. VANIK. He could say the law judge made that finding, but I

feel differently about it.
Mr. PLAIA. As it is administered today, there are appeals for

individuals who come to the Commission with complaints or de-
fending parties to the CCPA if they are adversely affected.
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Mr. VANIK. How would it move to the courts then? Supposing the
appeal is out of the administrative jurisdiction to the courts. What
would be the procedure going to the courts?

Mr. PLAIA. I think that is a problem in that by moving it to an
executive agency, you are merging the presidential policy review
with an executive department. There would be some question as to
whether it was occurring under a policy review by the President or
whether it was happening substantively, like it happens at the
Commission, where you may appeal.

Mr. VANIK. Is it your fear that there would be arbitrary or
capricious or political or biased decisions that might prevail?

Mr. KAYE. Well, we would not like to think that anyone, regard-
less of what his political persuasion was, would go that far. Yet the
proceedings seem to call for an impartial type of factfinding, and it
would seem that in an executive department it might be more
difficult to do than in an independent agency.

Mr. VANIK. I want to thank you for your statement, and I hope
you can somehow communicate with the other members of the
committee who are not here and give them your reading on your
problems with this section because I understand it, and I want to
be sure that all of them are aware of what the implications are in
this transfer.

Thank you very much.
It is the intention of the Chair to proceed on through the list

without any interruption excepting for rollcall votes on the floor.
The next witness is Richard M. Cooperman, chairman, Counsel-

lors for Management, Inc. We will be happy to hear from you, Mr.
Cooperman. Your entire statement will be admitted in the record.
You may excerpt from it or read from it, whichever is most conven-
ient. I would like you to cover the high points of your testimony.

STATEMENT OF RICHARD M. COOPERMAN, ON BEHALF OF THE
ALUMINUM RECYCLING ASSOCIATION, THE INDEPENDENT ZINC
ALLOYERS ASSOCIATION AND THE STATE OF HAWAII
Mr. CooPzRwAN. Thank you, Mr. Chairmsn. If I may do both, we

will proceed quickly.
I am Richard M. Cooperman, chairman of Counselors for Man-

agement, Inc. Over the years, Mr. Chairman, our work with some
of our clients, particularly the Independent Zinc Alloyers Associ-
ation, the Aluminum Recycling Association, and the State of
Hawaii, has taken us into the area of international trade. Among
the members of the association, some of which, Mr. Chairman, are
in your district, 44 are small businesses. Based upon that experi-
ence over the years we have come to the conclusion that we favor a
wide-ranging reorganization of U.S. Government international
trade functions, and generally we support S. 891 to establish a
department of international trade.

We do take exception to one or two of the functions stated in the
bill, and I will reference those later. We feel that the area of
international trade in the United States over the last decade has
become as important to the country as the Department of Labor,
the Department of Commerce, the Department of State.

In our experiences through the years, it has been necessary for
us to work with many of the agencies and departments that now
have cognizance over international trade, and the list of those
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agencies is testimony in itself to the amount of time and the
amount of effort small businesses and their associations must
expend in order to work in this particular field.

I shall not go through the listing of the various activities we
have pursued on behalf of those clients. It takes us into a broad
spectrum of agencies and departments of the U.S. Government
where small businesses must make appearances, must make prepa-
ration, in some cases must hire special counsel to present their
case or to be heard.

In addition to that work a principal of our firm has served on an
industrial sector advisory committee to the STR, and I have served
as a member of a U.S. delegation, advising an international study
group.

The experiences I shall cite in detail, and I want to read just two
or three paragraphs, I think will make the point better than gen-
eral remarks.

There are now at least three major trade laws that can affect the
importation of slab zinc-and this, of course, affects the independ-
ent zinc alloyers-into the United States: The Antidumping Act of
1921, the Trade Act of 1974, and the Trade Agreements Act of 1979.
The responsibility for administering sections of these acts is divided
between the Department of Treasury and the International Trade
Commission, pending the reorganization about which we are talk-
ing. In the past, most petitions for relief from alleged abuses of
international trade under the general agreement on tariffs and
trade have originated in the private sector. However, the Commit-
tee on Ways and Means, in its recent report on the Trade Agree-
ments Act of 1979, clearly calls upon the administering authority
to self-initiate antidumping and countervailing duty petitions. The
President has endorsed the committee's position.

It is likely, therefore, that in addition to petitions from industry,
the Government will start its own investigations of alleged abuses.
None of the acts cited above offer any protection to a processing or
consuming domestic industry-in this case, the independent zinc
alloyers, whose vital foreign supply lines may be threatened in an
antidumping, countervailing duty, or escape clause action. In fact,
the domestic processor who cannot be supplied from meager U.S.
raw materials frequently is before the ITC defending his position
alongside of foreign shippers accused of violating GATrI trade
rules. Without a central policymaking authority in international
trade matters, Government actions as well as petitions from the
private sector will continue to threaten supplies for intermediate
levels of domestic industry. We feel the Congress is as interested in
intermediate levels of industry as it is in supporting the producer
level of industry, and we feel that an international trade depart-
ment would enable the Congress to learn more about this sort of
problem and to have the data before it needed to make decisions on
a broader base than is indicated in the three acts I have cited.

Finally, I want to cite the cut flower industry in Hawaii, which is
being developed partially with tax dollars in an attempt to diversi-
fy Hawaii's agricultural base.

Recently, the Governments of the Dominican Republic and of
Singapore have petitioned the United States for duty-free treat-
ment for cut flowers under the generalized system of preferences.
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Production costs in these countries are less than in Hawaii. Elimi-
nation of the 10-percent duty on imports of cut flowers from the
Dominican Renublic and Singapore would render the State's infant
industry non( .mpetitive. So here we have a conflict where Federal
policy encourages liberalization of trade practices and State policy
encourages the creation of job opportunities. It is our belief that a
centralized international trade department is necessary to deal
with these conflicts.

The additional costs to small businesses and their associations to
operate in international trade have become burdensome. If small
business is to participate in foreign trade-and that seems to be a
consensus-and if the use of tax moneys by State government is
not to conflict with 'ne international trade policy of the Federal
Government, we believe there must be a department of interla-
tional trade that is easily recognizable, that functions with consist-
encv in the administration, regulation, and adjudication of our
trade laws, and that is able to implement policies of the Congress
pursuant to its constitutional power to regulate commerce with
foreign nations.

I don't believe the two exceptions I take to S. 891 are critical to
this, and they appear in the testimony we have submitted for the
record, and I want to thank you for the opportunity to appear
before the committee. I will be happy to respond to any questions
you may have.

[The prepared statement follows:]

STATEMENT OF RICHARD M. COOPERMAN, COUNSELORS FOR MANAGEMENT, INC.

Our company, Counselors for Management, Inc., represents clients of diverse
interests. Our work for three of those clients, the Independent Zinc Alloyers Associ-
ation, the Aluminum Recycling Association, and the State of Hawaii, includes
representation in many areas of international trade. Of the 49 members in the two
asociations, 44 are small businesses. Based upon our experiences in behalf of these
clients, we are in favor of a wide-ranging reorganization of U.S. government inter-
national trade functions.

Generally we support S.891 to establish a Department of International Trade.
Section 3 of the bill lists 14 purposes and functions of the proposed department. We
have some reservatioxi about paragraphs (bX2) and (11), respectively, which deal
with U.S. participation in international trade negotiations and administration and
enforcement of Customs laws. We feel, also, that serious consideration should be
given to including the International Trade Commission in a Department of Interna-
tional Trade.

The international trade operations of the United States in the last decade and a
half have become equally as important as domestic commerce, labor, and agricul-
ture and should be focused in a single department where all U.S. Government
activities in this field are easily identified and can function under the policy of one
Secretary with administrative and regulatory consistency.

Over the past dozen years we have worked with many international trade func-
tions of the Federal government, including the Treasury, Commerce, State and
Labor Departments, the International Trade Commission, the Customs Service, the
Office of the Special Trade Representative, and the Trade Policy Staff Committee.
Through the Export Administration we have sought limitations upon exports;
through the Bureau of International Trade we have examined and forwarded oppor-
tunities for U.S. exports; at the International Trade Commission we have defended
against an action under Section 201 of the Trade Act of 1974 to curtail imports of a
commodity in short supply in the United States; through the Special Representative
for Trade Negotiations we sought an exception for a processed material from the
recently concluded Multilateral Trade Negotiations; at the Treasury and Commerce
Departments and the ITC we have sought clarification of tariff nomenclatu-es; and
from time to time the Associations have offered testimony before this Committee on
duties, quotas, and other international trade matters.
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A principal of our firm has served on an Industrial Sector Advisory Committee to
the Special Trade Representative and another has served as an industry advisor to a
U.S. delegation to an international materials study group.

We would like to cite a few of our experiences in support of our position.
First let me say that in our work in this field before departments and agencies

and before Congress, many of our positions have been sustai led, some have not. On
occasion we have not agreed with the reasoning of individulal officials or agencies.
However, we have never felt victimized or mistreated, and we have no ,xe to grind
for or ageinst any branch of government.

There are now at least three majo r Trade Laws that can affect the importation of
slab zinc into thle United States: the Antidumping Act of 1921, the Trade Act of
1974, and the Trade Agreements Act of 1979. The responsibility for administering
sections of these Acts is divided between the Department of Treasury and the
International Tradce Commission. In the past most petitions for relief from alleged
abuses of international trade under the General Agreement on Tariffs and Trade
have originated in the private sector. However, the Committee on Ways and Means,
in its recent report on the Trade Agreements Act of 1979, clearly calls upon the
Administrative Authority to self-initiate antidumping and countervailing duty peti-
tions. The President has end!eraed the Committee's position.

It is likely, therefore, that in addition to petitions from industry, the government
will start its own investigations of alleged abuses. None of the Acts cited above offer
any Protection to a processing or consuming domestic industry, e.g., independent
zinc alloyers, whose vital foreign supply lines may be threatened in an antidumping,
ccuntervailing duty, or "escape clause' action. In fact, the domestic processor who
cannot be supplied from meager U.S. raw materials frequently is before the ITC
defending his position alongside of foreign shippers accused of violating GATT trade
rules. Without a central policymaking authority in international trade matters,
government actions as well as petitions from the private sector will continue to
threaten supplies for intermediate levels of domestic industry.

Without presuming, we feel the Congress is interested in all U.S. industry in
international trade. It has not had information and data upon which to consider
protecting all levels of a domestic industry. A single department, focused entirely
upon international trade and its consequences for all U.S. industry, could review the
balances required between domestic raw materials industries and domestic process-
ing industries and would prresent all the equities to Congress for any future interna-
tional trade legislation.

Another example demonstrates the involvement of three agencies in changing a
single line of a U.S. export schedule. In 1977 the Departments of Treasury and
Commerce and the Int. -national Trade Commission combined to seek comments on
a "comparability schedule" to update the export, import and output codes for
certain materials. The members of the Aluminum Recycling Association produce an
alloy ingot that includes at least 85% scrap aluminum. The U.S. export-import
schedule lists "Aluminum Waste and Scrap." The Customs Service easily recognizes
imports or exports of aluminum waste and scrap in baled or containerized form.
However, scrap is sometimes remelted and shipped in ingot form, also the form for
pure aluminum or alloys of aluminum. The Customs Service found it difficult to
differentiate between recycled scrap ingot (RSI) and standard forms of pure or
alloyed aluminum. Upon a submission and justification for separating scrap ingot
from aluminum waste and scrap, the three agencies ultimately agreed to a new
single line classification designated "Remelt Scrap Ingot" (RSI). A single Depart-
ment of International Trade could have facilitated this matter.

Finally, the cut flower industry in Hawaii is being developed partially with tax
dollars in an attempt to diversify Hawaii's agricultural base.

Recently the governments of the Dominican Republic and of Singapore have
petitioned the United States for duty free treatmen t for cut flowers under the
Generalized System of Preferences. Production costs in these countries are less than
in Hawaii. Elimination of the 10 percent duty on imports of cut flowers from the
Dominican Republican and Singapore would render the State's infant industry non-
competitive. So here we have a conflict where Federal policy encourages liberaliza-
tion of trade practices and State policy encourages the creation of job opportunities.

A centralized International Trade Department might not alter Federal policy.
However, at the very least it would provide a single Federal office to which a State
government could bring this sort of problem. There can be no meaningful exchange
under current functions since the Departments of Commerce and Agriculture, the
STR and the ITC exercise some jurisdiction over the problem.

The additional costs to small business and their associations to operate in interna-
tional trade have become burdensome. If small business is to participate in foreign
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trade (and there seems to be consensus that it can affect positively our balance of
trade), and if the use of tax monies by State government is not to conflict with the
international trade policy of the Federal government, we believe there must be a
Department of International Trade that is easily recognizable, that functions with
consistency in the administration, regulation and adjudication of our trade laws,
and that is able to implement policies of the Congress pursuant to its Constitutional
power "to regulate commerce with foreign nations."

We have noted above exceptions to two areas in S. 891 at Section 3(b). Negotiation
of multilateral and bilateral trade agreements should remain in the hands of the
Department of State. The Department is highly regarded for its impartiality in
trade matters and for its conduct amongst foreign nations. The Office of the Special
Trade Representative served our nation s interests well in conducting the MTN, but
we believe it is the Department of State that must implement the results through
its offices around the world.

Also, we can readily understand that the Customs Service originated as an arm of
revenue collection rather than a function of our foreign trade and can be seen to be
a part of the Treasury Department. Custom's revenue responsibilities make it a tool
of our international trade.

From our experience with foreign suppliers to our clients, U.S. declarations of
policy on international trade will earn proper respect and will give U.S. industry a
full role around the world when our government accords international trade the
consummate acknowledgement it requires through a single Department of Interna-
tional Trade.

Mr. VANIK. I appreciate your statement. I haven't come down on
the matter of departments. I would probably be willing to organize
and support a new department if we got rid of two existing depart-
ments. My problem is I can't get very many people here to agree
on which two should be eliminated or whether that is enough to be
eliminated. I am basically concerned-I think this is something
that must happen eventually, and I think it is going to take more
time than we probably have in the present arrangement. I think it
is very, very important we should have a stable reorganization to
deal with the implementation of the multilateral agreement. I just
fear that our need is so great that we better do something we can
do for now and probably think more seriously on the issue as we
get further along in our trade relationships.

But the experience that the Congress has had in creating the
Department of Energy has created an animosity and indifference
toward solving problems by creating departments. There is always
that fear that you put over a function a supergrade level of people
that have to be dealt with and who, as one of your preceding
witnesses testified, might be more interested in preserving their
turf than in looking out for the commerce of the country.

Mr. COOPERMAN. I recognize that problem, Mr. Chairman.
Mr. VANIK. We wan+ to do something that is going to work, and I

am trying to arrive at a consensus in committee and trying to
arrive at a position that I hope will be formulated by the middle of
next week, but I do appreciate your comments. I understand your
strong arguments in support of what you believe. Thank you very
much.

Mr. COOPERMAN. Thank you, Mr. Chairman.
Mr. VANIK. Our next witness is the American Society of Associ-

ation Executives, Ellis E. Meredith, president of the American
Apparel Manufacturers Association, accompanied by James P. Low,
president; John C. Vickerman, director of public affairs; and Stew-
art Boswell, director of Governmen+ relations.

I want to tell you and the American Apparel Manufacturers
Association that I have been thrilled in recent days, or not so
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thrilled, to find so many American-made pieces of apparel coming
back on the market. I make it my business to look around for
labels and find out where things come from.

Last week my wife, by her own choice, found $250 worth of items
that were made in America. I want to tell you I am not happy
about that.

Mr. MEREDITH. Do you have mixed emotions?
Mr. VANIK. But it is noteworthy that things are coming back on

the market. They are items of good quality and good design.
We also have the advantage to follow up if things disappear in

the wash which is something you can't do about some of the things
that are made abroad.

We are happy to have your statement.

STATEMENT OF AMERICAN SOCIETY OF ASSOCIATION EXECU-
TIVES, ELLIS E. MEREDITH, CHAIRMAN (PRESIDENT, AMERI-
CAN APPAREL MANUFACTURERS ASSOCIATION), ACCOMPA-
NIED BY JAMES P. LOW, PRESIDENT; JOHN C. VICKERMAN,
DIRECTOR OF PUBLIC AFFAIRS; AND STEWART BOSWELL,
DIRECTOR OF GOVERNMENT RELATIONS
Mr. MEREDITH. Thank you very much for those kind comments.

Express our appreciation to your wife as well, sir. We hope she will
keep it up.

I am here on behalf of the American Society of Association
Executives whom I serve as chairman. My remarks today are on
behalf of ASAE.

Mr. Jim Low is to my left, president of ASAE; the Government
affairs director, John Vickerman, and Mr. Stewart Boswell, direc-
tor of Government affairs with ASAE.

Mr. VANIK. Your entire statement will be included in the record.
Mr. MEREDITH. Thank you, sir.
ASAE is a voluntary membership society for nearly 8,000 execu-

tives who manage leading business, professional, technical, indus-
trial, and educational associations. This membership in turn repre-
sents an underlying constituency estimated at nearly 30 mrillion
persons and firms belonging to national, regional, State, and local
associations.

Mr. chairman, ASAE supports the administration's trade reorga-
nization proposal, and we appreciate this opportunity to present
our views to the subcommittee. We believe the proposal is in the
Nation's interest and in the interest of the many organizations
represented by its members.

We are aware that other witnesses have urged various modifica-
tions to the administration's proposal. But AS,AE believes that the
United States is well past the point where we car. afford to let
trade reorganization languish, or possibly fail, because of the urge
to tinker.

The Nation's trade performance must improve, markedly and
quickly. There is no way that the United States can sustain a
continuation of the trade deficits that we have recorded in the last
several years.

The deficits are a symptom. They mean that the United States
has become less competitive, both internationally and in its domes-
tic market. They represent lost employment opportunities at home.
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They fuel inflation through their effects on the dollar's value. And
they influence how other countries view the United States as a
political, economic, and security partner.

To rectify this situation, our goal must be more exports, coupled
with aggressive application of our country's fair trade laws and
programs. In our view, the private sector understands this. But
until recently there has been little evidence that the Government
has stood ready to assist business in tackling this challenge.

Specifically, there has been a discrepancy between what the
administration has said about the need for exporting, and about
trade more generally, and Government's ability to deliver the
goods.

A year ago, President Carter announced his national export
policy. Since then, a few measures, hut only a few, have been taken
to spur U.S. exports.

A few weeks ago, President Carter signed the Trade Agreements
Act of 1979 into law. By implementing the MTN, the act should
increase export opportunities for American producers and intro-
duce greater fairness into international trade. But these are prom-
ises which only the future will confirm or deny.

Frankly, initiatives to improve the trade performance of the
United States will mean little if the Government is not properly
organized to translate promises into action. Unlike those of our
trading competitors, U.S. Government-sponsored programs to assist
American industry lack an overall policy framework.

Rather, we have the haphazard accumulation of Federal actions
designed to deal with one trade crisis after another. Moreover, the
responsibility for these programs is splintered around Washington.

To this confusion we add regulations in pursuit of noneconomic
goals without regard to how they hinder the international competi-
tiveness of American industry. What we have are policy signals
coming from all directions rather than clear-cut, coordinated poli-
cies.

The last year or two have made the shortcomings of Federal
trade organization increasingly obvious. Accordingly, Members of
Congress introduced bills which sparked long overdue consideration
of the issue.

The administration, as I understand it, has kept these alterna-
tives in mind as it prepared its own proposal for reorganizing the
Federal trade apparatus. As a result, ASAE believes the adminis-
traticn's trade reorganization proposal has certain advantages over
the others put forth.

Foremost is the fact that by building upon STR and Commerce,
both with wide experience in trade matters, the reorganization
should be accomplished within a fairly short period of time.

Not only do we need far more effective organization of the Feder-
al Government's trade apparatus, but we need it now. It is alarm-
ing to consider the time we might lose if the Government were to
move to establish an entirely new Department of Trade.

Under the administration's proposal we should see the first con-
crete signs on progress within 6 months. Alternative proposals to
create a new department from scratch or assemble a new agency
hold the possibility of first progress being a year si- two off.



285

Another advantage of the administration's proposal is its recog-
nition of the natural division between policy and program manage-
ment. Many large organizations outside of Government distinguish
between the tasks of policy formulation and program execution.

Policy formulation in these organizations calls for substantial,
well-managed coordination activities, and that is what the STR will
be expected to do. Couple this with expanded negotiation and rep-
resentation responsibilities, both designated for STR, and, in man-
agement terms, STR will have a full plate.

It makes sense, therefore, to assign program management to a
separate organizational unit, to Commerce. True, there will have to
be close coordination between policy formulation and implementa-
tion, but in STR and Commerce, the administration's proposal
builds upon a successful partnership rather than trying to create
new working relationships.

Next, the administration's proposal keeps attention to both the
international and domestic aspects of industry under one depart-
mental roof. It is quite clear that trade reorganization, no matter
how it is carried out, will accomplish little unless it is accompanied
by policies and programs to stimulate investment, productivity, and
innovation at home.

The Department of Commerce has been broadly involved in do-
mestic industry affairs and will link programs on the trade front to
those we must strive for on the domestic front.

Finally, the administration's proposal will further strengthen the
Department of Commerce. Today, many Americans, and a good
many Members of Congress, are saying that we must revitalize the
private sector if we are to overcome the problems that now run
through our economy.

To accomplish this calls for, among other things, one major part
of government bent on analyzing and understanding what makes
the private sector tick. That is a responsibility assigned to the
Department of Commerce. It is a responsibility that Commerce has
carried out well in the past and one that Commerce should be able
to perform even more effectively under the administration's reorga-
nization proposal.

Further to this point, I note that the Department of Commerce
intends to strengthen its industrial analysis capabilities as one part
of the administration's proposal. ASAE, as a broad-based organiza-
tion, especially welcomes this prospect. It is of utmost importance
that Commerce's broad concern for American industry be intimate-
ly linked to our trade policies and programs. This is a combination
needed by the Nation.

Mr. Chairman, that concludes my testimony. I would be happy to
answer any questions subcommittee members might have.

Mr. LEDERER. We have no questions, but we thank you very
much for your testimony.

Mr. Giffen from Armco International is our next witness.
We would like to welcome you to the committee this morning.

You may proceed in your comments.
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STATEMENT OF JAMES H. GIFFEN, PRESIDENT, ARMCO
INTERNATIONAL, INC.

Mr. GImN. Thank you, Mr. Chairman. We have shortened our
comments for this purpose and we will make a very brief state-
ment.

My name is James Giffen. I am here today representing Armco,
specifically the chairman of Armco, Mr. William Verity. Mr. Verity
very much wanted to be here, but is presently out of the country. I
am president of Armco International, Inc., and director of corpo-
rate development for Armco.

Armco is headquartered in Middletown, Ohio, and through its
many diversified businesses is involved in the marketing of a wide
variety of products, technologies and services throughout the world.

Armco has manufacturing units in 27 countries and has been
actively engaged in selling its products and services in foreign
countries since 1911.

In addition to dealing with the market economies of the West, we
are actively engaged in pursuing business with the Soviet Union
and the People's Republic of China. So we view the issue of trade
reorganization from a truly international perspective.

The deterioration of America's role in world trade has been a
major factor in the economic disruptions experienced by the U.S.
economy during the decade of the 1970's. This deterioration has
manifested itself in a ballooning balance-of-trade deficit, a depreci-
ating dollar. and accelerated rates of inflation.

Certainly the United States has not been the only country to
experience economic disruptions in the 1970's. But equally certain,
our major trading partners have established and implemented poli-
cies and programs to promote their exports, and equally important,
their governments have vigorously supported these efforts.

At the same time, they have been equally committee to insuring
that their industries and markets are not subjected to the ravages
of unfair import competition.

If our Nation is to spur economic growth, employment and pro-
ductivity, while reducing inflation and the massive trade deficit,
the present and future administrations must launch and maintain
a major effort to expand exports of goods and services.

This is certainly one of the most important challenges facing us
during the eighties. Fortunately, the new trade agreements offer
an unparalleled opportunity to do this.

The United States, along with other industrialized nations and a
number of developing countries, have successfully reduced tariffs
around the world and negotiated new international codes which
promise to bring a new sense of order and discipline to the world
trading system and expanded trade opportunities for all nations.

Congress has greatly enhanced the likelihood of our realizing
these potential benefits by including a series of long-needed re-
forms in our trade laws through the Trade Agreements Act of 1979.

Now we face the critically important task of reorganizing the
Government's trade policy and operational functions.

The ultimate structure of this reorganization will play a decisive
role in determining how successfully we are able to capitalize on
the expanded trade opportunities promised by results of the Tokyo
Round negotiations.
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Having carefully followed and studied the trade reorganization
issue, Armco believes that the reorganization should be completed
and in place by the time the new trade laws go into effect, and
should achieve the following objectives:

First, substantially strengthen the Government's export promo-
tion and expansion efforts;

Second, attain a greater degree of coordination and centraliza-
tion in the approach to trade policy formulation and the operation
of trade functions-negotation, enforcement and export promotion;
and

Third, effectively insulate the trade enforcement function from
political influence and noneconomic considerations.

Armco believes strongly that the administration's proposal for
reorganizing the trade functions is the best way to achieve these
key objectives.

It is our firm opinion that o strengthened Department of Trade
and Commerce, with an export promotion structure and programs
already in place, is best positioned to achieve maximum results in
the shortest time. The transferring of commercial attaches also will
enhance export promotion activities in the new department.

We believe also that the President's proposal will achieve a
greater and more desirable degree of coordination and centraliza-
tion of trade policy and operating functions placing overall respon-
sibility for policy coordination and trade negotiation with the
Office of the U.S. Trade Representative, andl consolidating responsi-
bility for trade law enforcement and export promotion in the De-
partment of Trade and Commerce.

Armco is further convinced that the administration's proposal
will achieve improved enforcement of our trade laws by vesting
that function in the Department of Trade and Commerce, provided
that the reorganization is not structured in a way which would
permit fair and effective enforcement of these laws to be subordin-
ated to political or foreign policy considerations.

Congress recognition of the need for effective trade law enforce-
ment was clearly spelled out by the Committee on Ways and
Means in its report on the new trade law when it said, "The
committee is of the view that strong, aggressive and persistent
enforcement of U.S. unfair trade practice laws is an essential ele-
ment in a sound, broad-based trade policy.

To insure that this intent of Congress is fully carried out, Armco
strongly urges:

First, that the enforcement function be lodged in a semi-inde-
pendent office within the Department of Trade and Commerce,
with its own separate budget, and reporting directly to the Under
Secretary of Trade;

Second, further, that the head of the new enforcement office be
nominated by the President and confirmed by the Senate; and

Third, and last, that the reorganization include a specific direc-
tion from the Congress expressly reiterating Congress intent re-
garding vigorous and effective enforcement of the trade laws.

With these provisos, Armco strongly believes the President's pro-
posal for trade reorganization represents the best vehicle for pro-
viding this country with a trade policy and operational structure
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capable of facilitating the expansion of fair and free trade for U.S.
industries.

Thank you for this opportunity to present our views on this
issue.

Mr. LEDERER. Thank you. I have one question or I would go into
one of your experiences.

When you started with your testimony you stated that you were
doing business in China. How do you see this reorganization help-
ing a company or business like yours in the new market in China?

Mr. GIFFEN. The first thing you have to understand, Mr. Chair-
man, is that the major negotiations that take place with market
economies, the planned economy countries of either the People's
Republic of China or the Soviet Union, generally take place at a
very high level.

The main problem that has occurred in recent years in our trade
relations with these countries is that there has been really not a
very well coordinated negotiation process on our side. Our negotia-
tors have not been consistent in the placing of their views, nor
have they been really pursuing consistent long-term, broad policies.

With the placement of the negotiating function in the special
trade representative, we would hope that we would have some
consistency in our negotiations.

I think that would benefit our relationship with all the planned
economy countries, including the PRC.

Mr. LEDERER. Thank you very much.
Our next witness is Mr. I. M. Destler, a Senior Associate of the

Carnegie Endowment.
Mr. Destler, welcome to the committee this morning. Your re-

marks will be included in the record.

STATEMENT OF 1. M. DESTLER, SENIOR ASSOCIATE, CARNEGIE
ENDOWMENT FOR INTERNATIONAL PEACE

Mr. DESTLER. Thank you, Mr. Chairman.
I understand my full statement will be placed in the record. It is

relatively brief. I would like to speak selectively from my state-
ment.

I should reiterate, aa I say in my statement, that I am speaking
as an individual who has done research and writing in the area of
executive reorganization generally and trade reorganization in par-
ticular, and not as a representative of any organization, including
the Carnegie Endowment.

Mr. LEDERER. Thank you.
Mr. DESTLER. Trade reorganization must begin with two seem..

ingly contradictory facts. The first is that the United States needs
strong trade leadership.

The second is that trade policy engages a range of executive
departments and agencies.

This second condition arises not from organizational flaws,
though there is some unnecessary fragmentation. Rather, it flows
from the fact that official trade decisions and actions affect many
important policy concerns: domestic industrial and agricultural
welfare, overall employment and price stability, foreign relations.
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So the question becomes: How can we respond effectively to both
these needs, combine centralized, effective leadership with respon-
siveness to the full range of policy concerns?

My other general point is that in government reorganization in
any area it is fruitful to begin with what works, to build on
strength where we can already find operating strength within our
system.

As Chairman Vanik noted a few minutes ago, organization is
people and patterns of informal as well as formal relations. It is
not enough to simply put together some formal structure and
expect it to work as designed.

In the Office of the Special Representative for Trade Negotia-
tions we have an institution, fortunately, which is strong and
which we can build upon. It has functioned effectively not just
under the Strauss regime, although it was particularly effective
then, but under at least three different sets of leaders.

It has led in negotiating our two most important multilateral
trade agreements, and I understand it has worked effectively with
the Congress in the enactment of the last two major trade bills in
1974 and 1979.

Organizationally its location in the Executive Office of the Presi-
dent is somewhat anomalous because it is more specialized, more
operational, and trade involves the President himself less fre-
quently than, say, the issues that come to the National Security
Council or the Domestic Policy Staff.

But the location responds admirably to the need for leadership
which balances oft-competing policy concerns and which engages
the talent and expertise of other departments and agencies.

Thus, trade reorganization should begin with STR, not with an
independent agency, not with the Department of Commerce, and
not with a new Department of International Trade and Investment.

The Carter administration proposal builds on STR in at least two
important ways.

First, as this committee has urged in its recent report, it trans-
fers to STR the responsibility for representing the United States in
the GATT, a responsibility which seems to be crucial to enforcing
the codes and is consistent with the role the STR has played in the
past in negotiating at Geneva.

Second, the proposal would strengthen and broaden the STR
office, under a new name, as trade policy coordinator.

Both cf these proposals make sense because they build on
specific, well-established STR roles and strengths. But the adminis-
tration proposal does not pursue this principle consistently. It with-
holds functions for which its experience makes STR particularly
suited, while granting responsibilities outside of STR's previous
mainstream activities.

In the 19"0's, the special trade representative has increasingly
assumed the role of broad leadership in domestic trade regulation
on behalf of the Congress as well as the administration. This role
has properly included responsiveness to well-grounded industry
import relief petitions.

Thus, it seems reasonable that his successor should be assigned
the responsibility-now lodged for historical reasons in Treasury-
for enforcement of the countervailing duty and antidumping laws.

54-396 0 - 80 - 20
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STR has shown concern for the plight of import-affected indus-
tries, while also reflecting other U.S. policy concerns affected by
import relief decisions. Commerce is not perceived as similarly
balanced.

On the other hand, the proposed transfer of responsibility for
East-West and commodity-typically North-South-trade is not
well linked to established STR strengths. Such negotiations have
tended to be marginal in their economic significance to the United
States, but important to U.S. relations with the countries con-
cerned.

Thus, it seems logical that primary responsibility for conducting
them should remain with State. STR should exercise broad coordi-
nating authority to assure that important U.S. economic interests
are taken fully into account. But it does not need to negotiate all
trade matters itself.

At least three important questions remain. The first is what to
do about the Department of Commerce and the export promotion
function.

The second is inevitably somewhat speculative: What would be
the likely result if the Congress opted for maximum consolidation
and created a new Department of International Trade?

The third relates to the appropriate size of the U.S. Trade Repre-
sentative's staff.

Commerce's major traditional trade policy role has been nollagri-
cultural export promotion, the very area where a stronger U.S.
effort is almost universally advocated. Unfortunately, the depart-
ment's performance of this function is not widely admired. We
cannot build on strength here. But this function is inappropriate
for an executive office entity like STR.

Moreover, I have yet to hear a convincing argument as to why
export promotion needs to be housed in the same agency as either
trade negotiation or import regulation.

The basic choice here, I think, is between strengthening the
existing Commerce program or the establishment of a new export
promotion agency.

On balance, my judgment is that it is better to pursue the
Commerce alternative as the administration proposes. But, of
course, neither Commerce nor any proposed trade entity would
have Jurisdiction over most of the factors affecting U.S. expo-rt
competitivene-;,;-tax policies, problems of capital formation, et
cetera-which are emphasized in section 1110 of the Trade Agree-
ments Act ordering a study of U.S. export trade policy.

Second, let me address briefly the most prominently proposed
alternative to STR, creation of a new Department of Trade. Cre-
ation of any new department is a gamble, a little bit of leap in the
dark, but this one is likely to have particular disadvantages.

A secretary of trade formally responsible for all major executive
branch trade functions looks very powerful. But he could prove an
isolated, vulnerable official in practice. He would have far less
contact with the President than would his colleagues at major
departments like Treasury and State because his range of responsi-
bility, from the President's vantage point, would be much
narrower.
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Thus, he would be much less likely than they to develop or
maintain a strong personal relationship with the President, and we
have to remember that not all trade representatives have had the
type of relationship that Ambassador Strauss has had.

But other trade representatives have had relationships with
other cabinet-level advisors which gave them power in the execu-
tive branch.

The Secretary of Trade would find it harder to build such rela-
tionships because consolidation would reduce these advisers' en-
gagement in trade issues and because a Secretary of Trade would
be more their formal rival.

Hence, the new secretary might well become overdependent for
support on import-affected U.S. industries since they would exert
the most day-to-day pressure and since he would lack the leverage
to balance them.

If this logic is correct, he might end up responding mainly to
them. This is a common pattern among regulatory institutions. But
it would violate the principle repeatedly stressed by the Congress
and reiterated in this committee's recent report, that policy
"should be responsible equally to all trade interests."

Mr. LEDERER. Excuse me, Mr. Destler. Could I call a recess be-
cause there are two votes on the floor.

[A brief recess was taken.]
Mr. LEDERER. Thank you for your patience.
Mr. DESTLER. Thank you. I have just one more point to make.
The last question is the question of size, how large a renamed

and restructured special trade representative's office, or Office of
U.S. Trade Representative, should be.

I am familiar with the argument that entities in the Executive
Office of the President should remain small and I am not familiar
with that just in the abstract. I was engaged deeply as a consultant
in the first Carter Administration reorganization study, the study
of the Fxecutive Office of the President.

I not only felt the pressure, as did others on that study, to
squeeze EOP staff numbers, but I basically agreed with it. I
thought it was sensible and desirable. Yet it seems unreal to me to
expect that this new trade office can operate as the administration
has suggested with STR's fiscal 1980 staff level or slightly higher.

I think the fiscal 1980 staff level is 59 positions. Some significant
expansicn is needed, particularly if the new office assumes respon-
sibility, as I have urged, for administering the countervailing duty
and antidumping laws.

As argued earlier, STR should not and need not conduct all
negotiations and it can draw on positions on detail from other
agencies. But a core staff in the 150 to 200 range seems about the
minimum necessary, including the customs investigation staff for
the enforcement of unfair trade practices legislation

So to summarize my conclusions, Mr. Chairman, we should build
on strength, which means building on STR, but concentrate its,
energies on central trade negotiation and coordination, and on
administration of import regulation laws.

[The prepared statement follows:]
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STATEMENT OF 1. M. D.S'riT.ER

I.EADING FROM STREN(;TH

I am currently a senior associate at the Carnegie Endowment for International
Peace, directing the Endowment's research project on executive-congressional rela-
tions in foreign policy. My testimony draws on my work at Carnegie and on my
forthcoming Brookings Institution book, Making Foreign Economic Policy. In pre-
senting it I speak only for myself, in my individual capacity as a scholar of trade
policymaking and executive reorganization, and not for the Carnegie Endowment,
Brookings, or any other organization.

Trade reorganization must begin with two seemingly contradictory facts. The first
is that the United States needs strong trade leadership. The second is that trade
policy engages a range of executive departments and agencies. This second condition
arises not from organizational flaws, though there is some unnecessary fragmenta-
tion. Rather, it flows from the fact that official trade decisions and actions affect
many important policy concerts: domestic, industrial and agricultural welfare, over-
all employment and price stability, foreign relations. Thus the challenge for trade
reorganization is to strengthen trade leadership and coordination without denying
important concerns, domestic or international, their fair hearing. How can this
challenge be most effectively met?

In government reorganization, it is fruitful to begin with what works, to build on
strength where strength can be found. On trade, we are fortunate to be able to put
this principle into practice. In the Office of the Special Representative for Trade
Negotiations, established at congressional insistence under the Trade Expansion of
of 1962 and strengthened (again at congressional insistence) by the Trade Act of
1974, we have an institution that has functioned effectively under at least three
different sets of leaders. STR led in negotiating our two most important multilateral
trade agreements in 1963-67 and 1973-79. It worked effectively with the Congress in
the enactment of the major trade bills of 1974 and 1979.

Organizationally, STR s location in the Executive Office of the President is some-
what anomalous. Its responsibilities are more specialized and more operational, and
they involve the President less frequently, than those of other strong Executive
Office entities. But this location responds admirably to the need for leadership
which balances oft-competing policy concerns, which draws upon and engages the
talent and expertise of other relevant departments and agencies.

Thus trade reorganization should begin with STR-no. with an independent
agency, not with the Commerce Department, not with a new Department of Interna-
tional Trade and Investment. The Carter administration proposal builds on STR in
at least two important ways. First, as urged in the Ways and Means Committee
Report on the Trade Agreements Act of 1979, the renamed Office of the United
States Trade Representative would assume responsibility for U.S. representation
before the GATT, a role integrally related to the need for strong follow-through on
the codes just negotiated at Geneva. Second, the proposal would strengthen and
broaden the Office's role in trade policy coordination, exercised through the inter-
agency Trade Policy Committee, a new Trade Negotiating Committee, and their
subcabinet working groups.

Both of these proposals make sense because they build on specific, well-estab-
lished STR roles and strengths. But the administration proposal does not pursue
this principle consistently. It withholds functions for which its experience makes
STR particularly suited, while granting responsibilities outside of STR's previous
mainstream activities.

In the 1970s, the special trade representative has increasingly assumed the role of
broad leadership in domestic trade regulation on behalf of the Congress as well as
the administration. This role has properly included responsiveness to well-grounded
industry import relief petitions. Thus it seems reasonable that his successor should
be assigned the responsibility (now lodged for historical reasons in Treasury) for
enforcement of the countervailing duty and antidumping laws. STR has shown
concern for the plight of import-affected industries, while also reflecting other U.S.
policy concerns affected by import relief decisions. Commerce is not perceived as
similarly balanced.

On the other hand, the proposed transfer of responsibility for East-West and
commodity (typically North-South) trade is not well-linked to established STR
strengths. Such negotiations have t nded to be marginal in their economic signifi-
cance to the United States, but important to U.S. relations with the countries
concerned. Thus it seems logical that primary responsibility for conducting them
should remain with State. STR should exercise broad coordinating authority to
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assure that important U.S. economic interests are taken fully into account. But it
does not need to negotiate all tr':dp matters itself.

At least three important quest.vns remain. The first is what to do about the
Department of Commerce and the export promotion function. The second is inevita-
bly somewhat speculative: what would be the likely result if the Congress opted for
maximum consolidation and created a new Department of Internationai Trade? The
third relates to the appropriate size of the U.S. Trade Representative's staff.

Commerce major traditional trade policy role has been non-agricultural export
pro,,lotioin, the very area where a stronger U.S. effort is almost universally advocat-
ed. Unfortunately, the Department's performance of this function is not widely
admired; we cannot build on strength here. But this function is inappropriate for an
exec'utive office entity like STR. Moreover. I have yet to hear a convincing argu-
ment as to why export promotion needs to be housed in the same agency as either
trade negotiation or import regulation. Thus the choice is between strengthening
the Commerce program or establishing a new, independent export promotion
agency. On balance, it may be better to pursue the Commerce alternative, as the
administration proposes But, of crurse, neither Commerce nor any proposed trade
entity would have jurisdiction over most of the factors affecting U.S. export competi-
tiveness-tax policies, problems of capital formation, etc.-which are emphasized in
Section 1110 of the Trade Agreements Act ordering a study of U.S. export trade
policy.

Second, let me address briefly the most prominently proposed alternative to
STR-creation of a new Department of Trade. Creation of any new department is a
gamble, but this one is likely to have particular disadvantages. A secretary of trade
formally responsible for all major executive branch trade functions looks very
powerful. But he could prove an isolated, vulnerable official in practice. He would
have far less contact with the president than would his colleagues at major depart-
ments like Treasury and State, because his range of responsibility-from the presi-
dent's vantagepoint-would be much narrower. Thus he would be much less likely
than they to develop or maintain a strong personal relationship with the president.
But he could not easily compensate for this lack as some pre-Strauss special trade
representatives did, by developing strong relationships with other Cabinet-level
advisers, because consolidation would reduce these advisers' engagement in trade
issues, and because a secretary of trade would be more their formal rival. Hence the
new secretary might well become overdependent for support on import-affected U.S.
industries, since they would exert the most day-to-day pressure and since he would
lack the leverage to balance them. This is a common pattern among regulatory
institutions. But it would violate the principle repeatedly stressed by the Congress
and reiterated in this Committee's recent report-that policy "should be responsible
equally to all trade interests."

Finally, there is the question of the size of the new office. As one who participated
in the first major Carter administration reorganization study-that of the Executive
Office of the President--I am familiar with the argument that EOP entities should
remain small. Moreover, I agree strongly with this argument-in general. Nonethe-
less, it seems unreal to expect that the new office can operate, as the administration
has suggested, "with its fiscal 1980 staff level or one slightly higher." Some signifi-
cant expansion is needed, particularly if the new office assumes responsibility-as
urged here-for administering the countervailing duty and antidumping laws. As
argued earlier, STR needs not and should not conduct all negotiations, and it can
draw on positions on detail from other agencies. But a core staff in the 150-200
range seems about the minimum necessary, (including the customs investigation
staff for the enforcement of unfair trade practices legislation).'

Mr. LEDERER. Thank you.
I would like to say, not necessarily the judgment of the commit-

tee but my judgment, that we have to go a long way in the way of
expansion if we are going to convince the American public, for
instance, from a place that I represent like Philadelphia that this
is necessary.

Mr. DEsTLER. I think that in a lot of these issues that come up,
people protest that trade is being sacrificed to some other objective.

' If objections to such an EOP staff expansion continue to be strong, the office could be split
into two layers. A small oversight and coordination unit would remain inside the EOP; a larger
trade administrative agency would be established formally outside it but reporting directly to
the U.S. trade representative. But such a split would complicate things ad.ninistratively and
could be a source of considerable confusion to those who must deal with the new trade structure.
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It gets down to an argument about the importance of trade as
compared to other objectives that people pass laws about or people
in the administration pursue quite legitimately. Our trade may not
be getting sufficient emphasis as a result.

Thank you.
Mr. LEDERER. It is good to be with you on this one.
Our next witness will be Reuben Johnson of the National Farm-

ers Union. I believe Mr. Johnson is the director of legislative
services.

Good afternoon.
Mr. Johnson, your remarks will be included in the record.

STATEMENT OF REUBEN L. JOHNSON, DIREiCTOR OF
LEGISLATIVE SERVICES, NATIONAL FARMERS UNION

Mr. JOHNSON. Thank you, Mr. Chairman.
I would like my statement to appear in its context in the large

print as presented to the subcommittee and I will move to the
back.

Our position is that the status quo to the trade function within
the administration is not an acceptable option.

Some of our ditictions relate to the reluctance of the Office of
Special Trade Representative to support commodity agreements
with a special pricing mechanism; the inordinate amount of influ-
ence exerted by the State Department in negotiating meaningful
commodity agreements; the laxity of the Treasury Department in
acting on countervailing duty and other agricultural concerns
which would inflict injury on domestic producers resulting from
excessive importation of certain commodities, and the apparent
continued support in the Commerce Department for inflicting con-
trols on such commodity exports as hides.

It would not seem to be in the interest of the Nation's family
farmers to concentrate trade concerns and decisionmaking in one
or more of the existing agencies, State, Commerce, or Treasury.

The more wide dispersal of decisionmaking among the existing
agencies, the more difficult it would be for agriculture or for the
general public to have a substantial input in trade policy decisions.
A fresh start would seem to be in order.

Under these circumstances we believe that the establishment of
a new Department on International Trade would be a step in the
right direction.

This conclusion expresses the view that a new Department on
International Trade and Investment could centralize the policy-
making authority to enable the public to better understand the
decisionmaking apparatus and, hopefully, to give Congress more
influence over the policy decisionmaking process.

Thank you, Mr. Chairman.
[The prepared statement follows:]

STATEMENT OF REUBEN L. JOHNSON, NATIONAL FARMERS UNION

Mr. Chairman and members of the subcommittee, I am Reuben L. Johnson,
Director of Legislative Services, National Farmers Union, headquartered in Wash-
ington, D.C., at 1012 Fourteenth Street, N.W.

Public Law 96-39 suggested three options for the President to consider:
1. Increasing the responsibilities of the office of the Special Trade Representative;
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2. Establishing a trade coordinating mechanism in the Executive Office of the
President;

3. Establishing a new Department of International Trade and Investment.
We understand that the President has made recommendations to Congress which

include points as follows:
1. Creation of an Office of U.S. Trade Representative (TR) in the WVhite House,

consolidating the functions of trade policy coordination and trade negotiations
within the TR (succeeding the present STR);

2. Consolidate the day-to-day administration of the government's non-agricultural
trade functions in the Department of Commerce, to be renamed the Department of
Trade and Commerce;

3. Retain the Foreign Agricultural Service and the U.S. agricultural attaches in
USDA.

4. Provide cabinet rank for the U.S. Trade Representative but have him function
in the White House. His office would take over from the State Department the
supervision of East-West trade and the conduct of commodity negotiations; from the
Treasury Department, trade remedy functions such as escape clause, Section 301
(relief from unfair practices), and market disruption;

5. The new Trade and Commerce Department would take over from the Treasury
Department the responsibility for antidumping and countervailing duty actions,
and, from the State Department, the system of commercial attaches;

6. Broaden the mandate of the interagency trade policy committee -.id establish
within it a new Trade Negotiation Committee.

Another option before the Senate is S. 377 which is under consideration by the
Senate Governmental Affairs Committee. This bill would establish a seripaate De-
partment of Trade and International Investment.

Our Policy Statement, as comprehensive as it is, does not provide specific direc-
tion in the matter of structing a new trade agency. But we believe that some
changes would be productive.

In short, the status quo is not an acceptable option.
In summary, some of our frustrations are (1) the reluctance of the Office of

Special Trade Representative to support commodity agreements with an acceptable
pricing mechanism; (2) the inordinate amount of influence exerted by the State
Department in negotiating meaningful commodity agreements; (3) the laxity of the
Treasury Department in acting on countervailing duty and other agricultural con-
cerns which would inflict injury on domestic producers resulting from excessive
importation of certain commodities; (4) the apparent continued support in the
Commerce Department for inflicting controls on such commodity exports as hides.

It would not seem to be in the interest of the Nation's family farmers to concen-
trate trade concerns and decision-making in one or more of the existing agencies-
State, Commerce, or Treasury. The more wide dispersal of decision-making among
the existing agencies, the more difficult it would be for agriculture or for the
general public to have a substantial input in trade policy decisions. A fresh start
would seem to be in order.

Under these circumstances, we believe that the establishment of a new Depart-
ment on International Trade would be a step in the right direction.

This conclusion expresses the view that a new Department on International Trade
and Investment could centralize the policy-making authority to enable the public to
better understand the decision-making apparatus and, hopefully, to give Congress
more influence over the policy decision-making process.

Mr. LEDERER. Thank you, Mr. Johnson, for your candid remarks.
I have no questions.

Our next witness is Donald W. Bedell of Diamond/Sunsweet,
Inc., and president of Bedell Associates.

Good afternoon. You may proceed and your remarks will be
spread upon the record.

STATEMENT OF DONALD W. BEDELL, DIAMOND/SUNSWEET,
INC.

Mr. BEDELL. Mr. Chairman, I appreciate this opportunity to ex-
press our views on specific aspects of trade reorganization on
bekalf of Diamond/Sunsweet, Inc., a major farm marketing cooper-
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ative with sales in excess of $200 million, nearly a third of which is
exported, and on behalf of its more than 3,500 member growers.

Our comments will be brief and will touch only on those key
organizational and management questions which may be consid-
ered controversial, rather than to respond to all the questions
raised in the very perceptive and comprehensive outline of issues
prepared by your staff ard contained in the notice for these hear-
ings.

At the outset, let me express my gratification for this subcommit-
tee's dedication and performance during the MTN's, and for its role
in establishing and projecting to the Nation at large a new aware-
ness of the critical nature of international trade to the United
States.

The issues which are now to be resolved center around the
nature of a new Federal focus on trade, not whether it is worth
making the adjustment needed to deal with long-term and structur-
al imbalances of U.S. balance of trade and payments. We think this
in itself is a major achievement.

We believe an effective, new results-oriented focus can be
achieved and indeed should. be achieved, with minimum structural
changes.

On that basis we suggest that a prudent course is tk retain in the
Executive Office of the President the critically important policy
development and negotiation functions.

Certain structural modifications then can be made in the overall
composition of the Office cf the Special Representative for Trade
Negotiations to fix both authority and responsibility in that agency
the bulk of U.S. international trade activity, including enforcement
of all unfair trade practices statutes.

By such a move a current vehicle assumes specific overall re-
sponsibility, not a coordinator function, for trade operations with-
out launching a new department end without running the risk of
splitting responsibility with a diverse group or requiring this fledg-
ling new agency to seek rations and quarters from a huge and
venerable operating department.

Everyone is aware that there exists no perfect form of organiza-
tion for any given activity. But I would like to describe those
fundamentals of management we considered in leading us to our
conclusion:

1. Organization changes relating to a new or relatively new
activity, in this case to provide a new focus on foreign trade oper-
ations, should begin with minimum incremental changes. Building
on past satisfactory operations on an evolving basis is to be pre-
ferred to a major wrenching of policies and personnel which more
often than not causes more problems than are solved.

2. Any new or relatively new operational entity should be given
special status under the wing of a president, whether as head of
government, or in industry. If the new unit establishes a leadership
position and performs a results-oriented function generally recog.
nized as effective, a more independent role can be established later.

3. Any new unit should be either line-oriented or staff-oriented,
but not any combination thereof. If combined, responsibilities
become confused, signals are garbled and performance measure-
ment becomes ail but impossible.
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organizationally to place authority and responsibility in one unit of
government, along with section 301.

Commercial attaches now located at Statle should be moved to
Commerce where by being organized as is the single service of the
Foreign Agriculture Service of the U.S. Department of Agriculture
that function could become as effective as is the FAS. Their share
of implementation of export policy would then match that of the
FAS for agriculture and would function on the same executive
level.

Mr. Chairman, your staff included reference to the Foreign Agri-
culture Service in the hearing notice, and suggested the possibility
that the FAS single service might be used as a model for commer-
cial activity. We believe it can be a model provided all the ingredi-
ents are present in commercial activity as in agriculture.

From our own vantage point we perceive the following key ingre-
dients to the effectiveness of the FI/A

1. The personnel is highly trained and informed about agricul-
ture.

2. Superior quality foreign market research, market contacts and
trade intelligence on a regular basis flows to Washington from
around the world.

3. FAS is organized in Washington on a commodity basis into
which foreign attaches can plug their inquiries and trade opportu-
nities, and generally receive overnight answers.

4. Responsibility and authority within reasonable limits are well
defined and generally understood.

5. Provision is made for swift advancement for qualified results-
oriented activities.

6. A series of effective statutes underpin an ability to be flexible
in dealing with our trading partners.

In attempting to compute the size of a commercial single service
activity, certainly some guidance can be found in the fundamentals
of FAS organization.

In the real world of trading in international markets there is a
desperate need for commercial types to be up front. With due
respect to the achievements of the State Department in interna-
tional commerce over the years, we submit the discipline needed to
make a major advance in restoring the imbalance of international
trade for the United States is a commercial discipline, not a diplo-
matic discipline.

Perhaps State should become the ultimate arbiter when U.S.
exporters are perhaps too persuasive in a foreign land. Meanwhile,
we believe the commercial process should be permitted to flower
and should be supported as is the case generally with the politics of
our trading partners.

Mr. Chairman, a final point.
Some of our colleagues worry that a single International Trade

Agency could not perorm a negotiation function, a trade policy
development function, and an enforcement function. There would
be too much conflict of interest and perhaps too great a temptation
to sacrifice one industry for another.

We submit that with the tightening of unfair trade practices
statutes, combined with what all hope and expect will be expanded
congressional oversight, any chance the International Trade
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Agency might sacrifice one segment of industry at the expense of
another seems remote.

Under our suggestions, responsibility and authority are com-
bined, defined and pinpointed. Accountability and measurement of
results are made clearly possible with a minimum of upset.

Thank you for your interest and I will attempt to respond to any
questions as constructively as possible.

Mr. LEDERER. Thank you. I have no questions. I thank you for
your informative thesis.

I think your thoughts will go a long way to help the Congress, to
help us get out of the dilemma that we certainly are in.

Thank you again.
Mr. BEDELL. May I just make one comment?
Mr. LEDERER. Sure.
Mr. BEDELL. Chairman Vanik raised a question during an earlier

witness' testimony with regard to whether or not Congressman
Long's bill was a step ahead or a step sideways with regard to the
influence of power of the STR.

My own feeling is that having the STR as chairman of the Trade
Coordination Council and as a part of the President's inner circle
as well as functioning as the head of the International Trade
Agency would achieve that objective.

Now, the ultimate result depends in part on what the relation-
ship is between those two gentlemen, the President and this execu-
tive. But the functional possibility is there. I see no reason why it
can't work.

Thank you.
Mr. LEDERER. I thank you, sir.
The hearing record will remain open through the close of busi-

ness Friday, September 14, for the receipt of additional statements
for the record.

The committee is now adjourned until further notice.
[Whereupon, at 1:28 p.m. the hearing was adjourned.]
[The following was submitted for the record:]

STATEMENT OF BILL ALBERGER, VICE CHAIRMAN, U.S. INTERNATIONAL TRADE
COMMISSION

Mr. Chairman and members of the subcommittee. I appreciate the opportunity to
submit this statement. These are important hearings for the future of trade policy
in the United States. I must indicate that my statement is not on behalf of the
Commission, but merely an expression of some of my own thoughts on reorganiza-
tion of trade functions. As an official of an agency charged with quasi-judicial
functions administering various import relief statutes, I am not involved in actual
policy-making, and have attempted in this statement to leave those judgments to
you and other experts here in the Congress and in the Executive Branch. It is my
Intention to set forth some facts and impressions relating to the issues before you,
and to raise some questions, the answers to which may help you determine the
proper structure for our government's trade bureaucracy.

The question of reorganization of Federal Government machinery for formulating
and conducting international trade policy is a very important one, because the
organizational structu.r: may have a critical impact on the substance of policy as
well as whether the policies are effectively implemented.

In any decision-making process involving trade policy in the United States, there
will be competing interests. Foreign policy and national security objectives have
always played a key role, as have international economic, national economic, and
even various micro-economic objectives. Often these objectives are in conflict, and it
is in the balancing of these various interests that policies are determined. Our
present governmental trade structure is apparently designed to assure that compet-



300

ing policy considerations get a fair hearing, as several Cabinet Departments have
input into trade policy decisions from their own perspectives. I understand that
when STR was created in 1962, the original proposal was to place it in the Com-
merce Department. The perception at the time apparently was that State Depart-
ment influence on trade policy has to be reduced. Congress apparently determined
that interagency coordination was the best answer and placed STR in the Executive
Office of the President.

It is reasonable to expect that a well-functioning trade bureaucracy whatever its
structure, will insure that American firms are informed of opportunities to export,
that such firms are given reasonable encouragement in such endeavors, that bar-
riers abroad to A;.erican exports will be vigorously challenged through appropriate
channels, either bilaterally or in international forums, and that unfair foreign trade
practices which materially injure industries in the United States will be ferreted
out and dealt with as authorized by law.

There are several trade activities outside my authority which these hearings have
focused on. Several bills and proposals, for example, remove findings on less than
fair value sales under the Antidumping Act and findings of a bounty or grant being
paid on the export of merchandise to the United States under the Countervailing
Duty Law from the Department of the Treasury. Several issues arise upon such a

considered move, such as whether related rjstoms Service activities move with
these functions, and if not, how staff functions such as factfinding are to be handled
and coordinated, and if so, why a still-significant revenue raising activity is not
under the revenue-raising department. These issues have been covered in depth by
other witnesses, and I will not attempt to cover them further.

The various reorganization proposals before you have varying impacts on the U.S.
International Trade Commission (Commission), ranging from none at all to removal
of certain functional components and actual transfer of the agency to within a
Cabinet Department. I will attempt to give you some more detailed information on
some of our functions in an effort to aid you in determining where and how these
functions should be performed.

As you know, the Commission does not make trade policy. Rather it provides to
those charged with that responsibility-the Congress and the President-factfind-
ing, technical, economic and legal assistance, and, within proscribed standards or
criteria, findings or recommendations. Both in its original charter and in several
subsequent legislative actions, the Congress has gone to considerable lengths tc
establish and insure the independence of the Commission from control by political
branches of the government. To be more specific, among the requirements are these:

(a) The Commission shall be composed of six Commissioners who are appointed by
the President, by and with the advice and consent of the Senate;

(b) Not more than three Commissioners may be from the same political party;
(c) Each Commissioner is eligible for one 9 year term;
(d) The Chairman and Vice Chairman are designated by the President for terms

of two years and must be from different political parties;
(e) The President must designate a Chairman every two years, but may not select

anyone who is from the same party as the preceding Chairman.
(f) No Commissioner may actively engage in any business, vocation, or employ-

ment other than that of serving as a Commissioner.
Some of these have existed since 1916, but others are newer requirements. In

addition, the Cormlmission's budget is to be submitted to the Congress without review
or comment by the Office of Management and Budget, in order to eliminate any
attempt to influence Commission actions by controlling the budget. Because of this
independence and insulation from political influence, the Commission has been able
to perform functions which fall within the constitutional power of the Congress,
allowing resolution of politically sensitive matters without excessive delegation to
the Executive. Yet in serving this role the Commission has maintained a high
degree of accountability to Congress.

Various reorganization proposals suggest three units for possible transfer from
the Commission to a department: the Office of Industries, the Office of Nomencla-
ture, Valuation and Related Activities, and administration of Section 337 of the
Tariff Act of 1930 which involves two Administrative Law Judges, support staff, and
the Office of Legal Services. Let me briefly describe the functions of these units and
the role each plays in Commission activities.

The Office of Industries is the commodity-based expertise which has been the
foundation of the Commission's work in poduct analysis and evaluations of injury
to domestic industries. It houses the core of commodity expertise which has enabled
the Commission to provide (I trust) prompt, factual reports and analysis to the
Congress and the Executive Branch. This commodity expertise also enables the
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Commission to conduct thorough investigations in import relief cases within the
strict statutory deadlines. It is my view that if this expertise did not exist on our
staff the Commission would have to create it. If you view this particular unit of 120
analysts and related staff as essential expertise for export promotion, then one
should ask both why it is important to remove commodity expertise from the
Commission and how, as a result, the import relief functions and Section 332
investigations of the Commission would be conducted. If the commodity expertise is
to be located elsewhere, yet support the Commission as well, can you assure that we
get their staff support within our time constraints?

For its functions, the Office of Nomenclature, Valuation and Related Activities
(NVRA), relies heavily on other Commission components for support. The Commis-
sion expertise in nomenclature and valuation matters grew from one of our original
roles as the non-partisan agency for resolving tariff issues. Use of this expertise has
been necessary as well in everyday micro-economic analysis of industries in develop-
ing the product scope of our investigations and for the preparation of numerous
studies and reports for the Congress and the Executive Branch. This particular
office has but 17 employees, but the function required more than 50 work-years in
fiscal year 78. This time was contributed mostly by commodity analysts from the
Office of Industries assisting the nomenclature specialists.

NVRA works with congressional and executive staffs in the technical aspects of
preparing legislation such as the Tariff Schedules Technical Amendments Act of
1965 and the Trade Agreements Act of 1979 as well as schedule XX of the 1979
Geneva Protocol for the GAIT. The staff routinely prepares draft Presidentia!
proclamations and Executive Orders affecting the Tariff Schedules of the United
States (TSUS). I know this Subcommittee is familiar with historic accomplishments
such as the tariff classification study which lead to the Tariff Classification Act of
1962 and adoption of the TSUS in 1963. Section 608 of the Trade Act of 1974
directed the Commission to use Section 332(g) to provide the basis for full and
immediate participation in the U.S. contribution to the technical work of the
Harmonized System Committee under the Customs Cooperation Council. Since 1975,
our staff has been instrumental in involving the U.S. business community in devel-
opment of this internrtional production classification system, and, in cooperation
with others, has prepared virtually every technical proposal submitted by the U.S.
to the Harmonized Si stem Committee.

NVRA continues to be involved under Section 484(e) of the Tariff Act of 1930 in
developing the statistical enumeration for imports, and und.r the Trade Act of 1974
and Public Law 95-106, has extended that responsibility to the export schedule and
comparability with statistical programs for domestic production and international
harmonization. In 1978, the Commission, the Bureau of Census and the Customs
Service issued a revised export classification system and made over 3500 modifica-
tions to the Tariff Schedules of the United States Annotated (TSUSA).

This Committee is well aware of the Commission's advice on duty reduction bills,
classification issues (such as the recent report on cab chassis) and customs valuation
procedures. It is a question for you to decide-whether this capability should contin-
ue to exist in an independent body directly responsive to the needs of this Commit-
tee or whether assistance from the Executive Branch will better serve your needs. I
know that reorganizations in government or business are occasionally made to allow
greater control over the timing of projects. If there have been complaints about our
responsiveness to your or other requests, we have not been told. I would only add
with respect to NVRA and Industries, that neither unit is autonomous. Each is
reliant to a considerable extent upon ,he other, but each is also closely coordinated
with other units in the Commission-Economic Research, General Counsel, Trade
Agreements, and Data Systems. The Commission needs the input of these kinds of
units to adequately perform its statutory responsibilities under import relief stat-
utes. While their role is critical, I question the efficiency of duplicating such
expertise in two areas of the bureaucracy. More specifically, with respect to NVRA,
if 484(e) and the Harmonized Commodity Code (HCC) work were removed from the
Commission, re-creating the nomenclature expertise might be too costly for the
remaining uses. I have been told that this expertise develops and sharpens through
the kinds of projects the bCaff currently performs-i.e., without the day-to-day work
on product classification issues relating to import-relief cases, perhaps the expertise
for 484(e) and HCC work would not be as finely developed.

This Subcommittee is well aware of the Commission's work for you in analyzing
the MTN agreements. In this project the interrelationship and input of the Office of
Industries and NVRA was critical-we would have had serious gaps without one
unit or the other, and certainly without both. And I suspect some of your objectives
in asking us to do those studies would have been frustrated by our having to rely on
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commodity analysis or detailed tariff input from an Executive department. This
combination of commodity and tariff expertise was also tapped for certain key
projects for STR during the negotiations. The separation of these two functions
would make it much more difficult to obtain coherent, united and complete re-
sponses to the kind of requests the Commission receives.

I would raise one further question in the NVRA and Industries area-do you
want an independent agency to be reliant upon the Executive Branch for technical
advice with respect to tariff matters? As I have indicated, the mix of skills which go
into our current reports has developed based on our needs over time, and you must
consider whether the need for changes outweighs any effect upon our ability to
make sound, factually supported decisions.

The third unit proposed for transfer under some plans is jurisdiction over Section
337 of the Tariff Act of 1930. This is even more clearly a judgment for you to make
and one where any opinions I may have are best left unsaid. The role of the
Commission under this statute has been, since 1974, primarily judicial. Section 337
was devised as an adjunct to Federal unfair competition law, and the Commission
was given jurisdiction because Congress believed it could objectively investigate and
decide such matters.

As an administrator of the statute, I am particularly ill-suited to decide where it
fits in the overall scheme. I should raise a few issues, however. Concerns have been
expressed about the Commission's foray into the field of antitrust and pi icing
practices. However, many of the problems of overlapping jurisdiction which con-
cerned the President in his action in overturning of the decision in the Stainless
Steel Pipe and Tube case have been resolved by corrective amendments in the Trade
Agreements Act of 1979. At present, Commission policy demonstrates a good faith
attempt to avoid any unnecessary duplication while actively enforcing the statute
against anticompetitive or injurious unfair trade practices.

Ultimately, the issue at hand is whether Congress wants Section 337 jurisdiction
to reside in an independent body such as the Commission, or whether it would be a
more effective tool of United States trade policy in the Executive Branch.

I know questions may be raised about the Commission's competence to administer
Section 337. I am sensitive to the need for fairer, more efficient procedures. For
your information, I have attached to this statement a copy of an internal memoran-
dum I sent to the Chief of our Office of Legal Services suggesting some ideas for
improving our administration of Section 337. No further action has been taken since
that memorandum was sent.

In conclusion, I hope this presentation has illuminated some of the issues raised
by reorganization proposals insofar as they impact on the International Trade
Commission. We all want a smooth and efficient trade bureaucracy, and if I am to
continue to have any role in administering that bureaucracy, I will do everything I
can to be totally responsive to Congressional needs for quality service and objective
analysis.

'Thank you, Mr. Chairman.

[Memorandum]

AUGUST 13, 1979.
To: Harold Brandt-Director, Office of Legal Services.
From: Bill Alberger.
Subject: Need to revise 337 procedures.

For some time now I have been discussing with various people the many problems
with our current 337 procedures. A number of disagreements at the staff level over
the handling of recently filed complaints have spurred my interest in this matter.
These disagreements, falling largely ik, the area of non-patent jurisdiction, demon-
strate the pressing need to improve our rules.

The purpose of this memorandum is to discuss with you various ideas for improv-
ing our administration of Section 337. The discussion fails into two areas; (1) A
general discussion of our jurisdiction--focusing on the problems which different
types of cases present; and (2) A more specific discussion of actual procedural
improvements. Many of these ideas are being reviewed by the General Counsel, who
will be presenting a rules package to the Commission (one set of rules on consent
orders, settlement, and enforcement is about to go forward). However, I would like
to begin discursing this matter with fellow Commissioners, and would like to have
your impressions first. Since these are only ideas, I welcome alternative solutions to
the problems outlined. Any real change will of course be the task of the full
Commission.
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1. JURISDICTION AND GENERAL POLICY

My positicn with respect to "antitrust type" cases was explained in my public
statement on the Coke complaint. I stated that the Commission should exercise
jurisdiction over conspiracy or monopolization allegations, but only if the informa-
tion available to us indicates that such an investigation is justified. As a practical
matter, I feel it is too simple to couch a mere dumping case in the garb of an
antitrust case. Therefore, I believe we must have some discretion to require factual
support for the allegations. This policy is justified by our statutory time limitations,
which seriously affect our ability to adequately handle complex cases, and by the
expense of full scale APA proceedings. We certainly should not waste government
resources adjudicating groundless allegations.

Having reached this policy decision, I realize the necessity for adopting some form
of pre-institution functions which would facilitate the gathering of crucial factual
information. I support a more widespread use of our 603 powers-including compul-
sory process-in order to facilitate the bringing of meritorious cases (and conversely,
discouraging weak cases). Later in this memorandum I will discuss my ideas more
fully. They would require a rather complex set of rules revisions. In general, they
aim towards a better method of using the pre-institution phase to (1) strengthen
large scale cases and clarify the factual issues; (2) reject or discourage weak cases;
(3) enable the investigative staff to p! y a larger role by conducting more 603
investigations and self initiating a greater number of cases; and (4) enhance our
credibility as an investigative body, because our allegations (or those of private
complainants) would be supported by credible factual information.

Assuming the pre-institution procedures advocated below are adopted, our capac-
ity for handling large scale antitrust cases would still be limited. Your staff would
devote more time to preliminary investigations and to drawing up well documented
complaints for self-initiation. Since they would also play a central role in the
subsequent 337, we would need to assure that only the best cases receive staff
support. The goals of Section 337 are best served by investigating only those prac-
tices which seriously impair competition and affect a large number of competitors.

Because of the limited role which I see antitrust cases playing in future years, I
believe your staff will have considerable resources available to conduct investiga-
tions into other anticompetitive practices. There are a vast number of business
practices against which Section 337 has not yet been fully utilized. Our recent
initiation of cases based on passing off, false designation of origin and similar
practices are excellent examples. I believe these cases also may require a good deal
of pre-institution investigation to determine questions such as the level of consumer
confusion, secondary meaning, and the extent of the practices involved. In these
cases too, we should be concerned with practices that adversely affect a large
number of competitors, rather than unfair acts which merely abuse the proprietary
rights of a single business entity. It is my teeling that such cases are in keeping
with the purposes envisioned for Section 337 in the legislative history of the Trade
Act. These cases are concerned with foreign practices which greatly affect condi-
tions of competition in the U.S. economy, the interests of U.S. consumers, and U.S.
industry.

With respect to patent cases, I believe the Commission senses a growing problem.
Many of these cases do not present the Commission with compelling public policy
issues. I personally feel that we have entered into a regrettable practice of litigating
private rights for the parties. If this practice is to continue. I would like to see the
Commission Investigative Attorney participate only on a limited number of issues;
particularly where the other parties have failed to develop some aspect of the record
which involves the public interest. For example, in a given case there may be a
question of patent misuse which raises issues appropriate for the participation of
the government as a party. In the normal course, however, I think we could leave
many patent based cases to the private parties-perhaps giving the ALJs a larger
staff and the authority to make initial decisions (which would become final unless
overturned by the Commission). The public interest simply does not justify our
routine participation in cases which rarely involve issues beyond the scope of
private rights, and which are merely duplicative of Federal court jurisdiction.

2. CURRINE' PROCEDURES

A number of changes should be made in our means of handling cases, from
institution of the complaint through final determination. Most of these changes will
require an extensive revision of current rules. I will separate this discussion into
three basic areas: institution of investigations; conduct of investigations; and deter-
minations of terminations.
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A. Institution of Investigations
We currently have rules which allow an individual party to .ile a formal com-

plaint containing certain allegations and information. The Commission "revises" the
complaint by dropping certain "courts" or by changing the number of named
parties. At that point, the original complaint, together with a notice are served
upon respondents.

This entire procedure is unsatisfactory. As I mentioned earlier, the lack of any
pre-institution factfinding is a major problem. The result is a general type of notice
pleading consisting of broad allegations which rest on information or belief. We
then attempt to change or limit the scope by our notice, but this results in confusing
inconsistencies between the complaint and the notice. Moreover, there is little
opportunity for the investigative staff to redraft the allegations, because we have
only 30 days to consider the complaint and no normal procedure for collecting our
own "file" of information.

My alternative approach to the pre-institution phase, which would apply in most
large non-patent cases, is as follows:

(1) To strengthen Rule 21O.20aA2A). -There has been confusion about the scope and
purpose of this rule. In the past I felt that "fact pleading" as such was unduly
burdensome. However, I now feel it is better to address the concerns I expressed
earlier-by making it clear that this rule gives the Commission discretion to deter-
mine the threshold level of information required, For example, the rule could
require "a statement of alleged facts which, if proven, would constitute a violation
of Section 337, supported by data, affidavits, physical exhibits, and other informa-
tion, sufficient to demonstrate to the satisfaction of the Commission that the allega-
tions rest on more than mere supposition or belief." To meet our discretionary
standard private parties would either have to present the ir- --mation themselves or
convince the investigative staff that a 603 was warrarted.'

(2) To adopt 603 procedures which would allow the staff '. suipoena evidence and
put together a "preliminary file" on suspected or alleged violations. !f private parties
had some reliable evidence of violation, but not enough ' satisfy the Commission's
threshold, they would be encouraged to request a So lther than file a formal
complaint. If the results of the 603 indicate a basis fo ' f!ll adjudication, the staff
can either move for self initiation or supply the il,.vrmation to the potential
complainant under some type of protective order. If the staff concluded that the
evidence uncovered was adverse to the potential complainant, thcn it could oppose
complainant once the case is instituted (assuming there is enough information on
the other side to institute). The risk of opposition from the investigative staff would
deter weak complaints, and would increase the likelihood that such cases would not
go beyond the summary judgement point. On the other hand, staff support would
strengthen the case and increase the chances for settlement, because the pre-
institution file would be persuasive on a number of disputed issues.

In order to avoid frustrating the legislative intent behind statutory time limits,
we would have to adopt fairly stringent administrative guidelines for these 603
activities. The first step would be a memorandum from OLS to the Commission
describing the information being sought, the reasons why an informal investigation
seems justified, and a timetable. Once the Commission authorizes such activi'y the
staff can make periodic status reports, and submit a more detailed report when it
has drawn some conclusions. The staff could propose a self-initiated complaint, or
alternatively could leave the matter to private parties. Once an investigation is
commenced, the information in our 603 file will undoubtedly find its way into the
record. This entire process wol.d be under tight time constraints, but would be
flexible enough to allow prolonged pre-i~lstitution discovery if necessary.

(3) To improve procedures for considering complaints once they are filed.--Many
complaints are drafted in such a way as to be confusing, redundant and imprecise.
Thus, even if they contain sufficient information they are often put together in a
form that is difficult for foreign respondents to understand. We attempt to remedy
the problem by drafting a notice which changes or limits the scope of the investiba-
tion, but the complaint itself still remains garbled. Given the fact that our rules
require us to decide on institution within 30 days, there is not enough time to re-
draft the complaint ourselves or specify the problems to complainant.

I would prefer a more informal pre-institution procedure, whereby the staff can
either: (1) re-draft the compaint entirely (I would assume this approach might be
justified in most large non-patent cases), or (2) work informally with complainant to

I Patent cases would not normally present as many problems. With samples of the allegedly
infringing product and the patent itself as exhibits to the complaint, together with available
economic data, the Cmmnission is usually satisfied that the allegations are based on more than
supposition or belief.
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revise the document. As for this second alternative, our rules could provide that
complaints be filed informally with the Office of Legal Services prior to filing with
the Commission for final consideration. The complaint filed with OLS could be a
sort of fluid document, with your attorneys suggesting needed changes.

With respect to procedures for re-drafting the major non-patent complaints, prior
filing with your office would permit you to weigh the need for greater participation
in the case. If the complaint appears to indicate a need for either a 60J in .estigation
or redrafting of the material, you can make t-e appropriate policy decisions. Of
course the Commission would have to authorize a 603 or make the final judgement
on the adequacy of the complaint. But this mechanism would give us greater
flexibility in working out the difficulties-compared to the current, highly formal-
ized, 30 day procedure.

The approach outlined above involves, more than aything, a reshuffling of prior-
ities and a different way of looking at our role. It does place a different emphasis on
the role of an investigative attorney. However, it would end up being a distinction
without a difference unless it is accompanied by a serious committment to utilize
the pre-institution phase more productively. The staff would have to look for and
propose 603 investigations which public policy considerations tend to support. It
would also have to be more circumspect in its duties-opposing frivolous cases or
making sound recommendations as to self initiation. Policy andlaw would become
more intertwined, and all elements of the agency would have 'o exercise their
responsibilities carefully. For example, there would have to be a much greater
degree of cooperation between your office and the disparate elements of the agency
during the preliminary phase. Given a set of policy guidelines which would prevent
any commingling of functions, your staff must rely more fully on the commodity
and nomenclature expertise of the Commission, and work closely with the Genere.l
Counsel on all legal issues. We simply cannot afford to continue in the present
atmosphere of conflicting recommendations, differing views on our jurisdiction, and
disagreements about substantive issues or appropriate procedures. If this overall
approach is ever implemented it would not tolerate the kind of chaos which presently
prevails during the pre-institution phase.

B. Conduct of the Investigation
The first subject I want to raise in this subsection is the current discord over the

operation of the default rule. I believe an analysis of this issue reveals many things
about the way the Commission perceives its role.

The entire controversy arose because Commissioners were suddenly confronted
with a situation in which they had no means of ascertaining that a trade problem
existed. In one case they had no samples of infringing products, no data on imports,
and no real information on injury. Yet here was a complainant who claimed to be
significantly affected by import practices. On that basis alone, I expected complain-
ant (or the staff) to present a modicum of facts-showing us that imports were in
fact occurring, that the product seemed to infringe a valid patent, and that the
effect or tendency of this practice was to cause harm to the domestic industry. Most
of us could not understand why it became impossible to present these basic facts
simply as a result of the foreign default. As a practical matter, th-e substantive
problems raised by this controversy can be solved by revising our rules.2 Rather
than focusing on those issues, I would prefer to dwell on the lessons which can be
learned from that experience.

The default controversy was unfortunate, because it forced the Commission to
take a controversial view of its own rules. While I am convinced our interpretation
was entirely consistent with our mission and function, I regret that our action could
not have been avoided by better coordination between the Commission and its
investigative branch. It seems to me we should have some ongoing consultative
process-totally unrelated to the facts of any pending case-which attempts to deal
with such procedural problems. If this were the case, your attorneys would have a
better opportunity to assess the Commission's attitude about our rules. It would
enable you to place pending cases in the best posture for Commission action, and
would enable us to discuss procedural improvements with all elements of the
agency. This consultative process could take the form of a Rules Committee, which
discusses rules revision and possible interpretations of existing rules. Since it would

s While I think the Commission's policy with respect to default is entirely justified, I do feel
that the interpretation made by your office is indicative of the need to clarify the rule. I think
default should only have substantive consequences when it makes it impossible for the Commis-
sion or complainants to obtain further evidence. Therefore, I would favor a rule that permits
procedural default, but only absolves complainant of proof requirements if he explains the
inability to obtain certain evidence. This coicept is similar to our recent action in Certain
Electric Slow Cookers.

54-396 O - 80 - 21
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deal only with general problems on an ongoing basis, it would not violate the
separation of functions principle. The administrative order establishing such a
Committee could explicitly state that no pending matters are to be raised. If such a
Committee presently exists, I believe it should be enlarged and given greater em-
phasis.

Another concern is the manner in which interlocutory decisions are made. As you
will see from my discussion of final determinations (below) I believe almost all of
these decisions should be handled by an AIJ. I cannot understand why the Commis-
sion retains control over so many preliminary decisions, and I view the practice as
antithetical to the basic concept of speedy, efficient decision making (one of the
most important aspects of Section 337). I am aware of the difficulties your office has
had in assuring speedy action by the Commission on interlocutory matters. In one
case it took two months to add a number of respondents, and by the time it was
accomplished there was no longer any meaningful opportunity for discovery. This is
intolerable, and whatever the cause, we must change procedures by delegating far
more responsibility to the ALJ. This problem is discussed in detail immediately
below.
C. Determinations and Terminations

It is clear to me that the present Commission practice of routinely hearing oral
arguments on each case and rendering final determinations is grossly inefficient.
The whole purpose of having hearing examiners is to delegate most of the hearing
functions. By employing highly qualified Administrative Law Judges, the Commis-
sion should have enabled itself to adopt a far more efficient approach than is
presently used. With the greatly increased load of rnn-l i cases which will result
from passage of the Trade Agreements Act the Commission will have even less time
to devote to 337 determinations. Moreover, the legal complexities of these cases-as
to patent issues, commonlaw principles of unfair trade practice law, antitrust law,
and questions of jurisdiction-are more appropriately handled by a qualified ALJ.

The solution to this problem is to adopt the initial decision procedure outlined in
the APA.' Initial decisions become . . 'the decision of the agency without further
proceedings unless there is an appeal to, or review on motion of, the agency within
time provided by rule"." While the Commission could reject or reverse the d&.cision
of the ALJ, I believe that our standard of review should be something fa:' more
restricted than the present one. The APA allows us to limit the issues on review,
and a number of possible limitations could be incorporated into our rules. I would
favor a rule which limited review to matters of law or general policy, and to factual
findings which are clearly erroneous or arbitrary and capricious. Other regulatory
bodies employ this initial decision procedure, and I believe it is the most appropriate
way to handle an APA jurisdiction.

Inherent in this approach is the notion that all matters will be delegated to the
ALJ, including injury and public interest, and that no matters will come to the
Commission for interlocutory review. While a stricter standard of review limits our
ability to reverse the AIJ, it is the only optiun to wasteful and duplicative re-
examination of the record am to each factual and legal ruling. Given responsible and
expert judges, the Commissioners can focus their attention on the broader questions
of law and policy to which they are uniquely suited.

Finally, I would like to discuss our current settlement policy. As a general matter,
I believe the public and the parties are best served by amicable resolution of these
cases. We have been employing settlement procedures with some success-and
hopefully we will soon adopt rules to formalize our consent order, licensing agree-
ment and settlement agreement procedures. Recently, I expressed concern over the
notion of using consent orders in patent cases, because I felt it may be more
appropriate to nromote licenses or private settlements in all cases except those
which involve weighty public interest concerns. I would like your views on this
issue, because the Commission will undoubtedly be discussing it in conjunction with
the proposed rules package. I realize there are no definitive answers, and that the
principal issues are policy ones (i.e. the burden to the agency of monitoring consent
orders versus the potential burden of relitigating when a private settlement falls
apart). However, I believe the viewpoint of OLS is important here

CONCLUSION

Past practice in 337 cases demonstrates the need for drastic and innovative
change. Once the Commission as a body agrees to the need for such change, we

3See 5 U.S.C. § 557.
§557.

*Id.
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could begin the task of drafting an appropriate mission and function statement for
your office. That statement should establish more effective ways of administering
the law; including different :ise of investigative attorneys, better coordination in the
handling of complaints, and greater delegation of authority for conducting prelimi-
nary investigations. It should emphasize the greater degree of objectivity and inves-
tigative (as opposed to adjudicative) responsibility your office must have. I hope to
discuss this with fellow Commissioners once I receive a written response from you.
Please advise me of your views as to the feasibility and legality of these suggested
changes.

I am also sending copies of this memorandum to various staff in order to obtain
their informal views.

STATEMENT OF WILLIAM S. SNEATH, BUSINESS ROUNDrABLE

This statement is submitted on behalf of the Business Roundtable task force on
international trade and investment. The Roundtable is an association, established in
1972, of business executives of 192 companies. Its members examine selected public
issues, develop positions on such issues which seek to reflect sound economic, social
and legal principles, and make those positions known to the public and its repre-
sentatives in government.

The Roundtable believes that reorganization of the Federal Government's interna-
tional trade and related functions is an issue meriting both careful scrutiny and
urgent, immediate attention. We must organize to be better able to develop the
policies necessary to reverse the steady decline in our international trade position.
We must also be able to move swiftly in the very near future to cope with the
challenges and opportunities presented by the MTN agreements. We must have the
necessary mechanisms in place both to enforce the new obligations assumed in those
agreements and to deal with the disputes certain to arise when they take effect.
Finally, trade must have a permanent advocate in the Executive Branch strong
enough to have its views heard at the highest policymaking levels and to insure
that the need to restore our competitive position in world markets is reflected and
considered in every relevant government policy.

The Roundtable believes that the Administration's trade reorganization plan,
with but a few exceptions and but for a fw issues yet to be clarified, would
constitute an important and useful step in the direction of satisfying these needs. By
and large, the proposal meets the uasic principles or criteria we believe must be met
by any successful plan and has tr e Roundtable's gener' -onport.

Apart from the self-evident fa,:. that any reorganization-in government as well
as in private activity-cannot ba- a panacea in itself, the principal reservation we
have over the plan involves the division of responsibilities for matters of import
relief policy and enforcement between the U.S. Trade Representative (USTRI and
the Department of Trade and Co:mmerce (DTC). We understand that further atten-
tion is being given to this critica' issue and we await a more detailed explanation. It
is essential that the respe'cive roles and functions in this specific area be defined
with clarity and precisioL, e ?ecially in the area of discretionary enforcement
matters, if responsibility is tL - shared by two agencies.

We are also concerned th, *. .1.t proposed strengthening and broadening of the role
of the Tiade Representative, which we urgently recommend, does not appear to be
accompanied by provision for adequate staffing. We believe issues in international
trade and economic relations will become increasingly important as world competi-
tion becomes more complex and controversial. We urge re-examination of the deci-
sion to maintain STR staffing at its current level and look forward to seeing plans
which define how the Office is to be organized to perform its new and augmented
functions.

Turning now to the Committee's list of illustrative issues on which it requested
comments, our task force has examined some of the issues i,. 4epth and is able to
comment. Certain other issues, however, largely involve internal, managerial ques-
tions or issues of an essentially adjudicatory nature which the task force has not
examined and on which the Roundtable, therefore, has no position. Our comments,
keyed to the Committee's announcement, are the following.

B.asic organization structure
The Roundtable prefers the first of the three basic organizational options listed-

a strengthened STR within the Executive Office of the President. It believes that
effective t Wc Policy development, administration, and trade negotiation depend
critically Lon a close relationship between the Trade Representative and the
President. It believes that a major function of the Trade Representative must be,
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and must be seen to be, that of the impartial mediator among competing national
interests in trade matters, a function not capable of being performed as effectively
outside the Executive Office. A truly national perspective on trade policy, together
with the close relationship to the President necessary to forge together every
government activity and policy that bears upon trade, is possible only if the USTR
is at the White House level.

This principle was accepted by the Congress in 1962. We believe experience
confirms the wisdom of that decision. Moreover, today there are many additional
reasons why at this critical point in our trade relations and competitive posture, the
last thing we should risk is creation of a new Trade Department and the concomi-
tant disruption of U.S. trade affairs.

Finally, regarding investment functions, the Roundtable believes formulation and
adoption of a U.S foreign investment policy is overdue. The Cabinet-level Trade
Policy Committee (TPC) recommended by the Administration conforms closely to a
major Roundtable recommendation-that there must be a permanent mechanism at
the Cabinet level responsible for developing U.S. foreign economic policy. Invest-
ment should be an integral part of such policy. The implementation of foreign
investment policy should also be assigned to USTR.

Unfair trade practices
The six issues listed ,inder this topic in the Committee's announcement one way

or another involve the ulh.ertainties which concern the Roundtable in the proposed
division of responsibilities for unfair trade practices between the Trade Representa-
tive and DTC. Until more specific proposals are known, it is difficult to comment
constructively.

Given this limitation, we can offer only a few suggestions. First, the issue in the
transfer of dumping and countervailing duty functions is not so much one of any
"shortcomings" in the "division of responsibilities" between the Treasury Depart-
ment and the USITC as it is a widely held perception that these laws have not been
expeditiously and vigorously enforced, despite years of mounting concern and criti-
cism.

We would accept the desirability of the fresh start, but, as noted above, are
concerned over the inter-relationships between DTC operations with USTR's trade
policy coordination functions as well as with its newly focused responsibility for all
trade negotiations. These latter responsibilities under recently enacted law not only
involve certain enforcement functions but also full responsibility for section 301
which can, and undoubtedly will, overlap both dumping and countervailing duty
complaints and preceedings, proposed for transfer to DTC. These possible conflicts
and divergencies must be clarified and avoided.

The Roundtable does not normally treat with issues primarily of staffing or
competence of U.S. Government personnel. It should be obvious, however, that the
complexities of pricing in today's world competition and the limitless possibilities
for government assistance and other subsidy practices require highly trained and
talented personnel. Trained cost accountants, price and marketing experts, and
skilled industry analysts are but a few of the job specifications which must be
available for enforcement of our unfair trade statutes.

Since the areas of discretionary authority under the unfair trade statutes normal-
ly involve negotiation with other government (or, upon occasion, through them to
industries and firms), USTR must have the primary policy role in the exercise of
the discretionary authorities. It must also have such a role so that the United States
will speak with one voice and that its representatives have at their disposal all
available authority in negotiating trade disputes.

We have no comments to offer on the administering of section 337, essentially a
quasi-judicial or adjudicatory proceeding.

Industrial analysis
A major objective of DTC should be to improve its industry sectoral capabilities.

We have no comment on the other questions.

Commercial service
The Roundtable believes transfer of the commercial service functions from State

to the DTC could prove to be extremely helpful in improving U.S. export perfor-
mace, but suggests that the transfer and the development of an improved service
should be done gradually. It should start pragmatically with the transfer and
redevelopment of ou: commercial services in the major trading partner countries.
The goal, in our judgment, should be the eventual creation of a U.S. Career Com-
mercial Service, capable of attacting and motivation highly qualified personnel, and



309

offering career and advancement prospects comparable to those now offered by the
Foreign Service and the Foreign Agricultural Service.

Regarding the functions of the Commercial Service, in most instances the func-
tlOns of surveillance and reporting can probably be combined with export promotion
activities. Responsibility for enforcing compliance with GATT obligations and for
conducting investigations must clearly be based in Washington, along with a supple-
mentary cadre of skilled investigatory and enforcement officers available on call for
temporary overseas assignments.

In those overseas posts where compliance and investigatory requirements prove to
be particularly complex or burdensome, it may become necessary io divide career
service personnel into separate functions of surveillance and enforcement, on the
one hand, with export promotion and marketing the responsibility of other officers.

The solutions to the problems raised in the Committee s series of questions should
be approached pragmatically and the best results will evolve gradually. Abrupt
wholesale transfers should be avoided as potentially disruptive and even demoraliz-

ine would favor planned rotation of assignments in order to develop the full range
of experience and understanding of both international trade problems and the needs
of U.S. exporters.

STR organization
STR should be responsible for all U.S. representation in the GATT and the trade

activities of the UNCTAD. Again, the initial staffing level proposed by the Adminis-
tration does not appear to have made adequate provision for these expanded respon-
sibilities.

Export promotion
We would defer comment on questions of improved organization until the recom-

mendations of the President's Export Council are available. Regarding the questions
of who should develop a comprehensive U.S. export policy, we believe it essential
that the mandate of the TPC be made crystal clear that this should be among its
highest priorities. DTC, as an ex-officio member of the Export-import Bank board
should have a major policy role in both export promotion and financing.

Other comments
Finally, we believe the mandate of the TPC should clearly state in statutory form

that all U.S. economic policies affecting trade and U.S. international competitive
performance are within its purview, its coordinating function, and proper matters
for advice to the President:. Not only should foreign investment issues be specifically
included in this mandate, but also such policies as taxation and antitrust as they
affect American international business competitiveness.

In order to make clear the broad scope of the mandate for both the USTR and the
TPC, we recommend that the individual holding the USTR position also be given
the title of Assistant to the President for International Economic Affairs. We
further assume that it was an oversight which excluded the Department of Labor
from proposed membership on the Trade Negotiating Committee. The interests of
labor should have direct representation in both the policy and operational aspects of
trade negotiations.

WASHINGTON, D.C., August 24, 1979.
Hon. CHARLES A. VANIK,
Chairman, Committee on Ways and Means, Subcomn;ittee on Trade,
House of Representatives, Washington, D.C.

DEAR MR. CHAIRMAN: This is in reference to the press release of the Subcommit-
tee on Trade, Committee on Ways and Means, United States House of Representa-
tives (sometimes hereinafter referred to as the "Subcommittee" I, of August 15, 1979
regarding the Subcommittee's public hearing on proposals to reorganize the federal
government international trade functions.

We are specifically concerned about the matter of export promotion and develop-
ing a comprehensive United States export policy as related in the Committee's press
release. In this regard, the purpose of this letter and the attached materials [re-
tained in subcommittee files] submitted on behalf of Cargill Incorporated is to
provide Members and staff of the Subcommittee with our comments and recommen-
dations regarding needed changes in United States taxation of foreign source
income and related matters with particular reference to the linkage of tax and
trade issues and the need for legislative changes in the context of the Tokyo Round
of multilateral trade negotiations ("MTN") and related international proceedings to
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preserve the competitive position of United States firms engaged in international
trading of agricultural commodities.We thank the Members of the Subcommittee for their continuing efforts toprovide representatives of the private sector an opportunity to express views oninternational tax and trade matters, and we wish to srtess the need for timelychanges regarding United States taxation of foreign source incorrm in the context ofthe MTN agreements and related international trade proceedings. Follo.. ing enact-ment of the Trade Act of 1974 and during consideration of the MTN and the TradeAgreements Act of 1979, we have previously provided materials clz'erning certainof these issues to the House Ways and Means Committee and the Senate Finance
Committee.Ir accordance with recent international tax and trade developments, includingthe MTN as a whole, the Subsidies and Countervailing Duty Code, the November1976 Panel Decisions under the auspices of the General Agreement on Tariffs andTrade on certain tax practices of the United States, France, Belgium and theNetherlands, and various proceedings and deliberations of the House Ways andMeans Committee and the Senate Finance Committee, we urge the United StatesCongress, and more specifically the Members of the House Ways and Means Com-mittee and the Senate Finance Committee, to adopt necessary changes in UnitedStates federal income tax law to place United States owned firms engaged ininternational trading of agricultural commodities on a substantially equivalent tax
footing with their foreign owned competitors.Again, we wish to express our appreciation to the Members and staff of theSubcommittee, and we urge the Congress to proceed, as expeditiously as possible,with the necessary legislative changes to preserve and improve the competitiveposition of United States firms engaged in international trading of agricultural
commodities.

Respectfully submitted.
PAUL H. DELANEY, Jr.

STATEMENT OF THE COLT INDUSTRIES, INC., EUGENE A. MARCH, VICE PRESIDENT
Bills to reorganize the administration of foreign trade matters in the federalgovernment represent a major step toward improvement, notably H.R. 4691, and Isubmit this statement to express my basic support of it. The concentration offunctions in one department has long been needed-with one exception, which Iconsider of great importance. I urge the giving of an enforcement role to the

Department of Justice.American manufacturers benefit both from sound export policy which expandsour foreign market and also from import policy which safeguards American indus-try from anti-competitive practices which American law discourages--(1) dumping;and (2) the s'bsidizing of exports to the United States at pnces that are notprofitable, even lower than real cost. From practical experience, our companyknows that federal administration of export law and of import law must not belodged ir the same agency, if the administration is to be effective and acceptable. Aslegislation moves forward in the Congress, Mr. Chairman, I hope that it will includeprevisions which separate export policy administratively from enforcement of law
regarding dumping of imports and countervailing duties.T he case for the involving of the Department of Justice is strong. Let me develop
it as follows:

Reorganization of the federal governmern's foreign trade functions cannot fullysucceed unless it achieves, among other things, three interrelated objectives:
(1) strengthening the full and vigorous enforcement of U.S. trade laws;
(2) assuring the impartiality of that enforcement process; and(3) restoring Congressional, business, labor and public confidence in the fair-

ness, efficacy and predictability of that enforcement process.It is respectfully submitted that these objectives can best be achieved, withrespect to the enforcement of the present anti-dumping and countervailing dutystatutes-the most sensitive, c, itroversial, unevenly enforced and commonly criti-cized functions in the entire tr le picture--by placing those particular law enforce-
ment functions in the Department of Justice.The mission of the Department of Justice is to enfolre the law without prejudiceand with effectiveness. The Carter Administration states that it wants the anti-dumping/countervailing duty functions placed "in a location that will afford highpriority to faster, efficient enforcement. Furthermore, Justice has advantages over
other agencies as noted below.
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The Department of Treasury, it seems clear, will not retain these two functions.
None of the reorganization proposals provide for continued Treasury iesponsibility
in those matters.

As the Department of Commerce, whether simply revamped or given the new
designation of Department of Trade, will certainly be concerned with trade promo-
tion; that interest is best dissociated from responsibility for imports, lest the pres-
sure become irresistible to ease enforcement of import law in order to encourage
acceptance of exports abroad from the U.S.; or, vice versa, there is risk of loss of
interest in the export market by an agency engrossed in import matters. The two do
not go together.

The Office of the Special Trade Representative, favored by some as the locus for
these functions, will by nature and purpose always be more oriented toward negotia-
tions than toward law enforcement, more responsive to its negotiating partners
abroad than to import-sensitive industries at home, and more subject to White
House pressure because of its location in the Executive Offices.

The Department of State has traditionally and not surprisingly expressed an
institutional bias giving more weight to the desires and needs of America's foreign

friends and allies than to those of domestic constituernt.
The Department of Justice has no bias for or against exports or imports, foreign

or domestic policy considerations, business, labor or agricultural interests. Its sole
interest is the neutral, objective, efficient, effective enforcement of the federal
statutes, civil as well as criminal. Without asserting the kind of solo autonomy that
can undermine national policy, it is far -more insulated than Commerce, the STR
and Treasury from the pressures of politics and powerful interest groups, and far
abler to resist high administrative interference and foreign government demands.

Not everyone, to be sure, favors the neutral implementation of the anti-dumping
and countervailing duty statutes, preferring to see them used for diplomatic, trade
or political bargaining purposes. But all those who agree that these matters "are
basically adjudicatory in character" (to quote OMB Director McIntyre) should favor
placing these two law enforcement functions in a Ir.w enforcement agency.

Former Treasury Secretary Blumenthal this past summer argued that these
responsibilities "should be carried out by . .. (one of) the 'objective' departments
.. . that are supposed to represent national as opposed to constituency interests."
Similarly, Treasury's Office of Tariff Affairs Director Self has stated that only an
agency that is truly neutral in the tug-of-war between the various departments
scrambling for turf and influence in trade matters, with no economic interest group
constituency of its own and no till toward either foreign or domestic policy consider-
ations, can enforce the anti-dumping and countervailing duty law fairly. Clearly, of
all the Departments now represented on the Trade Policy Committee (Justice, State,
Defense, Treasury, Interior, Commerce, AgriculL.1re and Labor, as well as the White
House and STR), Justice best fits this definition regarding international trade.

Performance of these anti-dumping and countervailing duty functions requires
not diplomats, trade promoters, coordinators or negotiators, but lawyers, investiga-
tors and economists, accustomed to analyzing formal petitions and complaints,
assessing penalties, admitting valid evidence, adjudicating disputes, impartially de-
termining the practices of foreign governments and companies, and above all apply-
ing and enforcing the law in an orderly, even-handed, professional manner.

This is exactly what the Department of Justice does better than anyone else, and
has for a long time-in enforcing the antitrust statutes abroad, and in enforcing the
U.S. Customs Code, the Foreign Corrupt Practices Act, the anti-boycott laws, the
WVebb-Pomerene Act, the Currency and Foreign Transactions Reporting Act and a
host of other statutes. The Department of Justice's Foreign Commerce Section has
recently been strengthened in connection with its activities under the Trade Act of
1974 and the Tariff Act of 1930, including consideration of petitions under Sections
201 and 337, and has specifically expressed particular interest in improving the
present lack of due process, legal definitions and clear juridiction in the anti-
dumping area. Justice is less inclined to make or change law than to enforce it.

The Department of Justice's Customs Section, affiliated with the Civil Division, is

already expert in the appraisal of imported goods and the enforcement of customs
laws, including the countervailing duty statute. The Foreign Litigation Unit, also in
the Civil Division, handles procurement and other cases on a worldwide basis. The
Department is accustomed to conducting its law enforcement activities not only in
federal courtrooms but in its own administrative proceedings-involving, for exam-
ple, civil rights, immigration and naturalization, pardons and paroles, and antitrust

review letters (in addition to the aforementioned work before the ITC and other
outside administrative agencies and tribunals).
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Thus Justice can take on the enforcement of the anti-dumping and countervailing
duty statutes in a way that would inspire more confidence in the enforcement
process than could possibly be induced by the assignment of these functions to
Commerce, Treasury, STR or elsewhere. Here clearly the duty and the Department
fit.

In that connection, I urge that the reorganization act provide for the establish-
ment of a new office in Justice to take responsibility for all inwrnational matters
within that Department's jurisdiction (except antitrust, which should be left to the
existing Antitrust Division; the office concerned with dumping and countervailing
matters should not be attached to the Antitrust Division).

I further urge inclusion of P provision to permit American manufacturers to sue,
in federal court, those foreign exporters and the domestic importers of their prod-
ucts whom the American manufacturers consider to be dumping in violation of law.
The provision includes suits in countervailing matters. The Department of Justice
"Division of Impoit Law Enforcement" would determine whether or not to support
the plaintiff in court.

OTHER PROVISIONS

To further the concept of function-concentration,
(A) The International Trade Commission should be abolished and its responsibil-

ities in information-gathering and in recommendation transferred to Commerce.
The problem of the ITC is not the result of any doubt of that agency's competence,

but arises from the indifference of a succession of Presidents to its recommenda-
tions. Revealing work on that point has been written by Professor Scott C. Whitney,
then at William and Mary College-"The Trade Act of 1974 Revisited: The Need For
Further Reform," Boston College Law Review, Vol. XIX No. 5 (July 1978). With
respect to the first nine cases acted upon by the ITC after enactment of the 1974
Act, and on which the agency made affirmative determinations and mustered a
majority agreement on what import relief should be implemented, "in only three
cases . did the President ultimately adopt the import relief recommended by the
ITC."

. . . Equally disturbing is the manner in which the President has overridden the
ITC. The proclamation announcing overrides contain mostly recitals of the findings
required by the 1974 Act with virtually no supporting documentation. In many
instances the proclamations do not contain a complete recital of the required
ultimate findings. In contrast, the ITC reports are extensively documented by evi-
dence adduced at public hearings and informed by the filing of adversary briefs and
argument.... The President's rejection of most ITC recommendations ... strongly
indicate the need for further reform if the objective of liberalized and effective
import relief is to be realized.

The "further reform" available to your subcommittee, Mr. Chairman, is to trans-
fer the authority and responsibilities of the ITC to a stronger body in Executive
relationships-the strengthened Department of Commerce.

(B) The administration of the Trigger Price Mechanism would be transferred from
Treasury to Commerce.

(C) The Commercial Attaches would be removed from the responsibility of the
State Department and assigned to the Department of Commerce.

(D) The Export-Import Bank would be folded under the Department of Commerce
with the Secretary of Commerce becoming the chairman of Eximbank.

(E) The Overseas Private Investment Corporation (OPIC) would be made part of
Commerce.

(F) Other extraneous Department of Commerce functions, such as the Patent
Office and the Maritime Administration would be moved out to other agencies.

(G) Th. Labor Department would keep the responsibility for trade adjustment
assistance for labor and the Agency for International Development (AID) would
remain with the Department of State.

(H) The Customs Service and international investment responsibilities currenitly
resting with the Treasury Department would remain there.

(I) The STR would be reduced in size, with the specific tasks of keeping the
President fully informed about trade matters, and of transmitting the President's
wishes about trade and his views to Commerce and Justice.

I thank you, Mr. Chairman, for the opportunity to submit the foregoing statement
and for your consideration of it.
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STATEMENT OF THE KORF INDUSTRIES, INC., Scorr R. LOWDEN, VICE PRESIDENT
AND GENERAL COUNSEL

My name is Scott R. Lowden. I am Vice President and General Counsel of Korf
Industries, Inc., One NCNB Plaza, Charlotte, North Carolina. This statement is
submitted in connection with the proposed reorganization of various trade functions
within the federal administrative system and in particular relates to functions
involving antidumping enforcement.

Korf Industries is a diversified producer of steel products and steel related tech-
nology with principal manufacturing plants in Georgetown, South Carolina and
Beaumont, Texas. Our aggregate steel production capacity is approximately 1.3
million tons per year and our primary product line is steel wire rod used in the
production of most basic forms of finished wire products. We employ approximately
3,500 persons.

In 1977, Korf Inc'ustries, through its steelmaking divisions, filed antidumpting
claims against French producers of wire rod under the antidumping statutes.
Shortly thereafter, claims were filed by U.S. Steel Corporation and other major U.S.
steel producers of a wide range of steel product lines against an extraordinary
variety of foreign steel producers. The volume and complexity of the complaints as
well as their apparent validity led to hearings conducted by the Su..committee on
November 8, 1977, and on January 25, 1978. On both occasions Korf Ihdustries
testified and submitted written presentations to the Subcommittee in support of
more expeditious handling of antidumping complaints by the Treasury Department.
Congressional pressure and the seriously depressed state of the U.S. steel industry
led Treasury to adopt the Trigger Price Mechanism (TPM). Korf indust.rie was one
of the first companies to support the TPM regarding it as a careful, but effective
compromise between active enforcement of the antidumping laws and protectionist
measures such as outright quotas which have been supported by some segments of
our industry. Korf Industries went so far as to intervene on behalf of Treasury in
defending a suit brought in an attempt to declare the TPM illegal. The ef-zlse was
successful and we believe that the effectiveness of the TPM has been demonstrated
in the period since its implementation.

Consequently, we view the proposed reorganization of trade functions and the
prospective removal of antidumping enforcement authority from Treasury with
some concern and we seek assurance that the TPM will continue in force if and
when such responsibilities fall under the jurisdiction of another agency. In this
respect, we have two substantive comments.

First, we believe that if the reorganization is implemented in the manner pro-
posed by the Administration, clear provision should be made for the relevant
sections of the Office of Tariff Affairs, currently under the authority of the Treas-
ury Department, to be removed to the Department of Trade and Commerce in such
a way as to permit the continued monitoring and evaluation of steel import pricing.
This will require effective measures to ensure continuation of a closely coordinated
relationship between the successor to the Office of Tariff Affairs and the Customs
Service. This Subcommittee should seek assurance that there will be a clearly
defined inter-agency understanding between the Department of' Trade and Com-
merce ar.d the Customs Service to ensure maximum cooperation in fulfilling their
respective TPM responsibilities. Such cooperation will be necessary in any event
because Customs will continue, after reorganization, to prepare maeter lists and
collect antidumping duties.

Second, we support the proposal of Representatives Jones and Frenzel (H.R. 4567)
to merge the International Trade Commission (ITC) into the proposed Department
of Trade and Commerce. The ITC is currently responsible for making determina-
tions of economic injury in antidumping claims after Treasury has determined that
dumping has occurred. This results in a need to educate a new agency about claims
which have already been intensively investigated and wastes a great deal of admin-
istrative effort in an area which has already been heavily and justifiably criticized
for lengthy processing of claims. Merging the ITC into the proposed Department of
Trade and Commerce should provide a substantial opportunity to exp-dite claims
while retaining the considerable expertise of the ITC staff in a coordinated effort to
provide more efficient enforcement procedures.

Our experience with the TPM has shown that enforcement of our antidumping
statute can be effective. We believe that effectiveness in these areas will forestall or
eliminate much of the pressure for protectionist legislation which is neither benefi-
cial to domestic competitive industries nor in the interest of the public. Effective
enforcement of 'aws already enacted will make the rules of the game consistent and
vwill in the lor,,, run substantially enhance our trade relations. We believe that the
TPM has been a notably successful application of enforcement procedures against
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foreign dumping and that the Subcommittee, through the hearings conducted in
November 1977, has been substantially responsible for its implementation. We
request that the Subcommittee give special attention to this successful program to
assure that the proposed reorganization will carry on and improve the enforcement
measures begun by Treasury.

STATEMENT OF THE MILLERS' NATIONAL FEDERATION, WAYNE E. SWEGLE,
PRESIDENT

SUMMARY

The Millers' National Federation supports the reorganization and strengthening
of the U.S. government's international trade functions. In view of the critical
importance of agricultural exports to the U.S. balance of payments, the U.S. must
have a strong and forceful agricultural trade policy. This can best be achieved by
specifying that the responsibility for implementation of agricultural trade policy
should lie with the U.S. Department of Agriculture. USDA possesses the expertise
and manpower to most effectively carry out this function.

INTRODUCTION

This statement is made on behalf of the Millers' National Federation, the nation-
al trade association of the flour milling industry of the United States. Our members
represent approximately 87 percent of the commercial flour milling capacity in the
United States.

The Millers' National Federation has been active in international trade matters
on behalf of its members since 1952. The Export Subcommittee of the Federation is
charged with direct responsibility for assisting the U.S. milling industry with its
interest in international trade. Wheat flour is exported from approximately 30
states through 40 ports on the Atlantic, Pacific, Gulf Coast and Great Lakes and has
gone to more than 100 countries in the world.

The Millers' National Federation concurs with this Committee that there is a
critical need for a strengthened U.S. trade organizatio' within the Executive
Branch of the Federal government. This is necessary it. order to facilitate the
effective coordination of our trade relations with other countries; to insure the
vigorous enforcement of U.S. rights under the Multilateral Trade Negotiation agree-
ments (MTN), the General Agreement on Tariffs and Trade (GATT) and other trade
agreements; and to promote U.S. economic and commercial interests around the
world.

As this Committee recognizes, foreign trade is of critical importance to the U.S.
economy. Agricultural exports, in particular, currently make a strong positive con-
tribution to the U.S. balance of payments. Thus, the manner in which agricultural
policy objectives and trade activities are handled deserves serious consideration by
this Committee and by Congress as a whole.

AGRICULTURAL TRADE POLICY IMPLEMENTATION SHOULD REMAIN WITH THE
DEPARTMENT OF AGRICULTURE

The Millers' National Federation believes that the responsibility for the day-to-
day implementation of trade policy matters involving agriculture should remain
with the U.S. Department of Agriculture. As we understand it, this is what is
contemplated by the President's proposal for reorganization of the government's
international trade functions, and we heartily endorse this aspect of the proposal.

USDA currently possesses great expertise and a wealth of experience in the area
of agricultural economics, agricultural trade policy and commodity analysis. Unlike
the Office of the Special Trade Representative, USDA also has the manpower
necessary to carry out these functions effectively, including gathering information
and monitoring of the agricultural export scene on a commodity-by-commodity
basis. Its network of agricultural counsellors and attach6s located in U.S. embassies
around the world further enhances the Department's capabilities in the area of
agricultural trade policy implementation.

Various nontariff measure agreements recently passed as a part of the trade
package, including the new subsidies code, represent an important step forward for
American farmers in their pursuit of equal access to international markets. The
effectivenest of the new codes for agricult,'re will depend upon our ability to use
them. This will be facilitated by permitting the Department of Agriculture, and in
particular, the Foreign Agricultural Service, to continue to function as the primary
focal point for agricultural policy implementation. The Millers' National Federation
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believes this Committee has reflected this view in its report to accompany the Trade
Agreements Act of 1979: 'The Department of Agriculture and the nation's various
farm groups must be prepared to use the tools provided by this trade legislation."
Report at 154.

CONCLUSION

The Millers' National Federation fully supports this Committee's efforts to reorga-
nize and strengthen the U.S.'s international trade functions. The upgrading of U.S.
government trade activities in light of the recently passed Multilateral Trade Nego-
tiation agreements is essential. The strengthening of our trade functions will also
facilitate expanded exports and improved enforcement of U.S. and international
trade laws-two goals which the Federation applauds.

The Millers' National Federation trusts that this Committee recognizes the
unique set of problems which comprises international agricultural policy and its
interrelationship with domestic agricultural policy decision making. Our interna-
tional trade policy as it relates to agriculture will be strongest and most effective if
the responsibility for its implementation is permitted to remain with the U.S.
Depaltment of Agriculture.

NATIONAL COUNCIL OF FARMER COOPERATIVES,
Washington, D.C, September 17, 1979.

Hon. CHARLES A. VANIK,
Chairman, Subcommittee on Trade, Committee on Ways and Means,
House of Representatives, Washington, D.C.

DeAR MR. CHAIRMAN: We share the concern which you and other congressional
leaders have recently expressed, that trade and other international economic poli-
cies and programs be coordinated and implemented in the most effective possible
way. This need is vital to gain the maximum possible benefits which the recently
completed Tokyo Round will permit, and to build further on the progress made
during this historic round of world trade negotiations. U.S. agricultural interests
are especially concerned with the potential opportunities for expanded exports
which the new codes and other trade barrier reductions made possible. We need a
strong, well-coordinated effort to expand our exports and achieve a better trade
balance which is in the interest of world economic stability and U.S. economic
health.

You have had many constructive suggestions for achieving this stronger and
better coordinated U.S. trade program. We are pleased that all major proposals
recognize the effectiveness of our agricultural export programs, and understand that
the U.S. Department of Agriculture should retain its vital role in this process. We
endorse the encouragement of more aggressive overall U.S. export programs,
through this proven type of government-private cooperation.

U.S. agricultural interests have consistently sought to insure that our national
trade policy and our overall international economic posture full recognize the needs
and the special problems which farmers face in international markets. The Office of
the Special Trade Representative has traditionally been open and responsive to
consideration of these needs, and we support the expansion of a U.S. Trade Repre-
sentative's role in policy development and coordination. We als0 believe this role
should include oversight authority for key elements of implementation/enforcement
activities, including countervailing duty and other especially sensitive import relief
measures.

We strongly support the Administration proposal that the Trade Representative's
Office be given broad policy management related to monitoring and resolving inter-
national trade disputes. Operational functions such as day-to-day monitoring and
analytical and staffing support can be left with the appropriate department. While
we agree that an expanded export promotion effort for non-agricultural products
would be an appropriate function for an expanded Department of Trade and Com-
merce, we believe that the U.S. Trade Representative in the Executive Office should
clearly be designated as the national "trade advocate" and one who has the major
responsibility for assuring the U.S. of a "consistent trade policy", as called for by
Senator Russell Long on July 27.

We endorse, too, administration proposals to strengthen the role of the Trade
Representative in conducting all trade negotiations, including representation to the
General Agreement on Tariffs and Trade; coordination of international investment
policy, energy trade issues, East-West trade policy; and participation on the
National Advisory Committee on International Monetary and Financial Policies.
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While recognizing the commendable objectives of limited staffing of a WhiteHouse Trade Office, we believe that a substantial increase in the budget and staff ofthe office would be essential to carry out its expanded functions. Although thedetails of many day-to-day administrative functions can be carried out within theinvolved cabinet departments, the additional vital policy and enforcement coordinat-ing and oversight roles would require such an increase in order to be effective.Finally, in dealing with the problems of effective coordination and implementa-tion of existing agreements and laws, we should not lose sight of the urgent need forfurther negotiations which will continue to improve the framework for more openand expanding world trade and other international economic matters. The U.S.Trade Representative should be given a strong congressional mandate to worktoward that goal, and the firm and consistent support of the President will also be
vital to progress in that respect.We are pleased that you and other trade leaders have recognized the urgency ofthis need for a stronger, better coordinated, U.S. trade effort. On behalf of U.S.
farmers, we want to assist in any possible manner in this effort.

Sincerely,
ROBERT N. HAMPTON,

Vice President,
Marketing and International Trade.

STATEMENT OF THE NATIONAL FOREIGN TRADE COUNCIL, INC.
The National Foreign Trade Council, whose membership comprises a broad crosssection of U.S. companies with highly diversified interests engaged in all aspects of

I 'e conduct of international trade and investment, offers the following comments onthe proposed reorganization of the Federal Government's international trade func-
tions as announced in a White House Fact Sheet of July 19, 1979.The Council supports the Administration's proposed reorganization, which willconsolidate foreign trade policy in an expanded Office of the U.S. Trade Representa-tive, and administrative functions in a Department of Trade and Commerce. Thisshould strengthen the U.S. Government's ability to formulate and carry out U.S.trade policies and to monitor and defend trading rights of U.S. exporters throughout
the world.

The Council recognizes that the proposal represents a compromise of views withinour Government and within the U.S. international business community.Some maintain the Administration proposal does not go far enough toward con-solidating our Government's trade policy and implementation functions, and that inorder to elevate trade expansion to a policy goal of the highest priority, responsibili-ty for all international trade matters should be vested in a new cabinet-level
department of trade.There is, however, general agreement among our members that the Administra-tion's proposal is a positive and essential first step in the improvement of thecountry's trade functions. Also the proposed organizational chaniges will permit
future improvements, as experience indicates further changes are warranted.

We suggest, however, that legislation and other actions to implement the proposal
of the Administration reflect the following recommendations:1. Policy-making functions should be centered as much as possible in oneagency-the proposed new Office of the U.S. Trade Representative-having directaccess to the President and able to balance in the overall national interest anyconflicting views on U.S. export policy, import relief questions, or other U.S. tradeissues which arise, such as the impact of tax and antitrust issues upon foreign trade.We therefore urge that the duties and responsibilities of the new Department ofTrade and Commerce and of the new Office of the U.S. Trade Representative beclearly defined so as to avoid duplication of functions and so as to consolidate policy
functions in the Trade Representative.

2. We strongly urge that the Trade Representative should be a member of theNational Security Council and of other appropriate interagency committees having
responsibilities which affect U.S. foreign trade.3. It is essential that all parts of the new governmental foreign trade machinerybe adequately staffed with highly qualified and motivated personnel. The animatingspirit of the national concern for more effective governmental organization is the
gngwe srealizr.tion that the United States needs a much better export performance.
And it is obvious that any governmental reorganization will in the end be only as
good as the persons who run it.

4. We approve of the continued independence of the Export-Import Bank.
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5. We feel strongly that the private sector advisory system provided for by the
Trade Act of 1974 for the Tokyo Round of multilateral trade negotiations should be
continued. It is essential that the private sector have a voice in developing national
positions on trade matters.

6. Since foreign direct investments make a significant contribution to increasing
U.S. exports, we are of the opinion that the Commercial Attaches stationed abroad
should not only be responsible for issues dealing with trade but also issues dealing
with investments.

The overall objectives with respect to international trade are greater national
"export consciousness," reduction of self-imposed, counterproductive export disincen-
tives, including administrative delay and deterrence, more effective export incen-
tives, and vigorous implementation of the Tokyo Round agreements-all to the end
of a vitally needed better U.S. export performance. The Council believes the Admin-
istration's reorganization proposal, carried out as suggested above, will provide
improved governmental machinery needed to administer the programs and policies
that will be necessary to achieve these objectives.

NATIONAL TREASURY EMPLOYEES UNION,
Washington, D.C., September 13, 197.9.

Hon. CHARLES A. VANIK.
Chairman, Subcommittee on Trade, Committee on Ways and Means,
Washington, D.C.

DEAR REPRESENTATIVE VANIK: We thank you for permitting us to submit a state-
ment supplementing the record of your hearings on H.R. 4691 and on the Presi-
dent's trade reorganization proposal, announced on July 19, 1979.

The National Treasury Employees Union represents 115,000 Federal workers,
including all employees of the U.S. Customs Service. These Customs workers would
be affected by the trade legislation your Subcommittee is now considering.

This legislation would remove functions relating to trade and revenue collection
from the various agencies in which they ale currently lodged and would place them
in a new government agency.

Our union is firmly opposed to the removal of any of the revenue functions that
are performed by the U.S. Treasury Department. The assessment and collection of
revenue has always been a responsibility of the Treasury Department. To reassign
those duties to a new department would discard 200 years of experience in revenue
collection and needlessly disrupt what is now an orderly and overall efficient law
enforcement process.

With regard to the specific questions raised by your Subcommittee concerning
unfair trade statutes, we offer the following:

1. "What is the basic rationale for the transfer of part of the responsibility for
antidumping and countervailing duty functions to a new Department of Trade and
Commerce? In other words, what short comings of the present division of responsi-
bilities between the Treasury Department and the International Trade Commission
would be corrected by placing a part of the responsibility in an additional agency?"

It seems to us that whatever shortcomings others have perceived in the present
process would be exacerbated by further division of the responsibilities for enforcing
the antidumping and countervailing duty laws.

These laws were both enacted to protect domestic industry, and the U.S. Customs
Service was entrusted with enforcement of them pursuant to its role as the guardi-
an against the illegal or harmful importation of goods and merchandise.

Under the antidumping statute, Customs is responsible for responding to com-
laints that a shipment of goods from a foreign nation is to be offered for sale in the

United States at an artificially low price. A foreign country might lower the selling
price of goods for export through subsidies to a manufacturer in an effort to create a
market abroad and/or to stimulate an industry.

After the complaint has been lodged, Customs employees must determine whether
or not the merchandise is being sold at the fair market value. This assessment is an
extremely complex one and involves determining the cost of production in the
foreign country and factoring in local economic information such as how industry
sells its goods, how it determines costs, how its workera are compensated, and many
other matters. Especially in a controlled economy that does not determine the value
of labor or goods through the interaction of supply and demand, this "fair market"
determination is a very difficult procedure.

Once the investigation is completed by the Customs Service, the International
Trade Commission determines whether or not the importation of the subsidized
merchandise is actually harmful, to U.S. industry.
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After this research is completed, a recommendation is sent to the Secretary of the
Treasury who makes a finding of whether or not illegal dumping has occurred. If
the finding is affirmative, then the Secretary levies an extra "dumping" d,ity, which
is the amount by which the merchandise falls short of its fair mar'et values.

The legislation under consideration by your subcommittee would further fragment
this process and make it inefficient and unwieldly. It would separate the processes
of assessment and enforcement and in so doing would undercut both. As it is now,
the technical branch of Customs, which investigates antidumping cases and the
employees who enforce the determinations are in frequent contact with one another
and rely upon each other to exchange information and implement oolicy. to place
the investigative function in an agency other than Customs would virtually assure
mismanagement, lack of communication, and confusion among those responsible for
upholding the anticumping law.

2. "Whether or not the functions are transferred, how should antidumping and
countervailing duty operations be structured and staffed to avoid present deficien-
cies?"

The so-called deficiencies in the administration of these statutes are no more than
a strict adherence to the laws as they were written. It seems to us that Congress has
already taken a major step toward improving the deficiencies by streanlining the
present procedures which are now in existence. To then take these functions out of
the Treasury Department, which has developed the expertise to enforce these laws
over the years, is tantamount to taking one step forward and two steps backward.

A more efficient and expeditious way to implement these statutes would be
achieved if, instead of removing the functions from tne Treasury Department, the
Congress sought instead to increase the personnel in the Customs Service who are
responsible for enforcing the antidumping alid countervailing duty laws.

3. "If there is a transfer, how would the policy operation in the new agency
interrelate with the basic data and investigative resources that would remain
behind in the Customs Service?"

As we have stated, it is our belief that the most efficient and effective way to
administer laws as complex as those regulating antidumping and countervailing
duty is to keep all the refated functions in the Treasury Department.

The U.S. Customas Service has been recommending the disposition of antidumping
and countervailing duty cases since those laws were passed. It has developed exper-
tise and knowl¢ige in the area, as well as the practical ability to implement the
policy deter.Aiiations at the workplace. Customs personnel at the docks and air-
ports recognize "dumped" goods as well as merchandise requiring a countervailing
duty. They are kept apprised of new findings by their colleagues in other branches
of Customs.

There are historical and practical reasons for maintaining these functions in the
Treasury Department. But beyond these, there is always a tendency among groups
of people to share information where there is a corn , mity enterprise where there
is a common goal the group is striving to achieve. Co. ersely, there is a tendency to
develop a rivalry with another group or organization when functions are divided.
Thus, to split the countervailing duty and anti-dumping responsibilities between the
proposed new Department of Trade and Commerce and the Treasury Department is
to invite factionalism and competition rather than the cooperation and free flow of
information that now exists between the various branches of Treasury that carry
out functions under these laws.

4. "If a njw Department of Trade and Commerce is to make injury determina-
tions under Section 337, should it not also make injury determinations under the
antidumping and countervailing duty statutes?"

The short answer to this question is, "No." On injury determination is not the
same as another injury determination, and there is no effective rationale for assign-
ing different kinds of determinations to any one agency. An injury determination
under the antidumping and countervailing duty statutes is a necessary prerequisite
to a finding of dumping or harmful countervailing duty. If there is no injury to a
United States industry, there is no dumping and need for countervailing duty. To
suggest separating tile injury determination from the rest of the investigation now
performed by Customs is like proposing that one person break the eggs, a second
scramble them, and a third cook them. To put it briefly, dividing a function such as
dumping investigation into numerous disparate parts is to complicate the process
unnecessarily and to introduce the possibility for communications breakdowns and
delays.

We have one additional comment on H.R. 4691. This legislation sets forth a one
year period of save-pay and grade for displaced employees. The Civil Service Reform
Act of 1978 mandates a two-year grace period for employees who are downgraded as
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a result of an agency reorganization. To enact this Section of H.R. 4691 would be to
deny only to customs employees the benekits of existing law.

In summary, our union is opposed to those portions of the bill that would remove
antidumping and countervailing duty functions from the Customs Service which is
familiar with these laws and has always administered them. To fragment their
administration between Customs and Commerce is to invite disruption and chaos in
an operation that has functioned well.

Sincerely,
VINCENT L. CONNERY,

National President.
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